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THREE MEN 
AND A BUOY 


an Search 


of Oul 


The men are Cities Service geologists, the buoy 
a marker used in undersea oil exploration. 


That this search involves great expense, everyone 
agrees. That it will prove successful, no one can 
guarantee—since the odds for exploratory drilling are 
nine to one against a discovery. The Cities Service 
oil seekers, however, continue to chalk up impressive 
records in both land and sea exploration. Records such as 
1955’s one-out-of-three success ratio for test wells 
... far above the ratio for the oil industry. 


Here are other 1955 records : A new peak in 
production and sales of petroleum products, with sales 
up 17% ...a6% increase in natural gas sales... 
an all-time high in stockholders’ equity ... construction 
of an ultramodern Cities Service research laboratory 
to assure that this dynamic growth continues. 

The growth of Cities Service is planned not only 
in the company’s interests, but on the broader basis 
of what benefits the nation as well. 


We think it’s a good plan. 
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Progress through Service 
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Do you, like many a busy attorney, find yourself “burning the mid- 
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night oil” trying to keep informed of the various developments that vitally 


affect your investments? 

Why not let us do the job for you by daylight? Our Investment De- 
partment keeps abreast of the economic, financial, and industrial factors that 
influence investment risk today. If you open an Investment Service Account, 
we will be constantly at your service and watchful of your securities to help 
you gain the objectives you seek with the funds you are investing. 

For further information, write or phone our Pergonal Trust Depart- 
ment and we'll be glad to send a descriptive booklet. . 


Guaranty Trust Company of New York 
Capital Funds in Excess of $400,000,000 


140 BROADWAY, NEW YORK 15 





Fifth Avenue Madison Avenue 40 Rockefeller Plaza 
at 44th St., N. Y. 36 at 60th St., N. Y. 21 New York 20 
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RUSTS 


— CORRESPONDENCE 
Estates 


File on Common Trust 
Fund Data 








In the May edition you reported (p. 
449) on the holdings of common stocks 
in 205 common trust funds. This report, 
as well as those on preferred stocks and 
bonds which you make from time to 
time, is one of the most constructive aids 
that you could render, particularly to 
the medium-sized and smaller trust de- 
partments, and for the officers of insti- 
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Cover Picture . . . Partial view of the audi- 
ence of scientists at the opening meeting of 
the International Conference on the Peaceful 
Uses of Atomic Energy. The conference was 
held at the Palais des Nations, Geneva, Swit- 
zerland, last July. Since that time develop- 
ment of peaceful uses of nuclear energy has 
moved rapidly. Just how rapidly is indicated 
(p. 649) by the quotations from annual re- 
ports of corporations in the United States 
which are actively engaged in this field. In 
addition to the construction programs for 
reactor power stations in which over a hun- 
dred utilities are participating, other com- 
panies are experimenting with the use of 
atomic energy for such purposes as preser- 
vation of food, paper, etc., measurement and 
quality control, medical treatments and oil 
exploration. While Government will continue 
to have functions of supreme importance in 
the development and control of atomic en- 
ergy uses, private industry is already well 
into the act. 

Photo from United Nations 








Entered as second-class matter February 6, 1939, at the post office at New York, N. Y., under the Act of 
March 3, 1879. Additional entry at Paterson, N. J., July 23, 1936. 
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tutions, such as ours, operating common 
trust funds. Even to those of us who have 
professional investment counsel it is 
most enlightening to see what other trust 
investment officers are doing. 


We have cut out the reports from prior 
editions. It would be so convenient if 


tAhese reports were placed in the center 


of the particular edition in which they 
severally appear so that we could tear 
out those particular pages to maintain 
them as a matter of record in our files. 
We would then only have to take out 
the middle pages of the book without 
disturbing others so that the balance of 
the edition could be kept intact. 
Henry F. Myers, Jr., 
Vice President-Trust Officer 


The Fulton National Bank 


Lancaster, Pa. 


Ep. Note: Layout of issue is deter- 
mined by other factors which would not 
assure availability of certain position 
for these studies. At any rate, most sub- 
scribers prefer to preserve issue intact 
for binding or placement in flexible 
binders. For filing purposes they may or- 
der an extra copy or request tearsheets 
which we are glad to furnish free if 
clipped copies are available. 


What’s in a Name 


In the May issue in an article en- 
titled “Valuation of Assets for Federal 
Tax Purposes” by C. W. Hughes, a re- 
ference was made on p. 418 to our com- 
pany’s work in the field of estate tax 
valuation of closely held corporate stock. 
The correct company name is Standard 
Research Consultants, Inc. rather than 
Standard Revision Consultants, Inc. as 
shown. We are correctly stated to be a 
subsidiary of Standard & Poor’s Corpo- 
ration, 


E. R. Lamp, 
Standard Research 


Consultants, Inc. 


New York 
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THE GLAMOUR INDUSTRIES: ELECTRONICS, 
ATOMICS AND AERONAUTICS, have captured in- 
vestor fancy, as did Chemicals and Plas- 
tics before them, but much of the progress 
of the new investment sweethearts is found 
to be the product of technological devel- 
opments by "old-line" corporations. A re- 
view of stockholder reports of nuclear en- 
ergy use and development by 88 companies 
Supports this fact and shows the surpris- 
ing range of applications and types of 
concerns involved. (See p. 649.) A Supple- 
ment to conventional fuels, rather than a 
competitor, the products of atomic fis- 
Sion are also opening new frontiers in 
such varied fields as petroleum, pharma- 
ceuticals and ship transport. One mark of 
the extensiveness of interest in nuclear 
energy is the membership of nearly 500 — 
mostly manufacturing companies — in Atomic 
Industrial Forum. That this is not only 
prospective or experimental but increas- 
ingly operative, is evident from the cor- 
porate report excerpts published herein. 


THE PROPOSED "CLIFFORD" TRUST REGULA- 
TIONS give prospective grantors and their 
advisors reasonable assurance of the in- 
come tax consequences of short-term and 
controlled trusts, in the opinion of Henry 
Cassorte Smith who in this issue (p. 608) 
analyzes the tentative rules published by 
the Treasury. While there are some areas 
of doubtful validity or clarity, the pro- 
posed interpretation of Code Sections 671- 
678 is on the whole adequate and helpful. 


CORPORATE TRUSTS ARE THE MOST PROFITABLE, 
Pension and Profit-sharing Trusts the most 
unprofitable types of fiduciary service in 
New York City. Just released figures from 
Federal Reserve Bank of New York annual 
survey also show sources of earnings and 
detailed breakdown of expenses of 76 trust 
departments in the district (p. 620). Per- 
Sonal and corporate agencies make up major 
source of income (about 2/3rds) for the 
13 New York City banks reporting, while 
over 2/3rds of fiduciary income of the 63 
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outside the City comes from personal 
trusts and estates......24 smaller trust 
departments outside N.Y.C. reported larg- 
est increase - for 1955 over 1954 — in es- 
tate fees, but a nominal overall decline 
in total income, while the 28 departments 
with over $50,000 fiduciary incomes showed 
major increases from corporate and per- 
Sonal trusts and agencies and a 15.6% rise 
in total income. Net before taxes for 
these 52 banks was up $439,700 for the 
year (to $550,800), in spite of a loss in 
the smaller group.......Credits allowed 
for deposits rose from $958,100 to 
$1,129,300, or three times the $366,800 
figure of net after taxes. 


FEWER PENSION PLANS NOW REQUIRE EMPLOYEE 
CONTRIBUTION, while more have either elin- 
inated or liberalized their limitation on 
maximum pensions it is revealed by Bankers 
Trust Co. of New York's latest "Study of 
Industrial Retirement Plans." More than 
half the plans in the 116 industries ana- 
lyzed for the period 1953 through 1955 
were revised to allow for larger benefits. 
(See p. 630 for other details of study.) 


"THE NEW WAVE OF BUSINESS RESEARCH 
SPENDING is far from reaching its crest," 
concludes recent McGraw-Hill survey which 
notes increase of 33% from 1953 to 1955, 
to annual total of nearly $5 billion. What 
this means to corporate management and in- 
vestors is indicated by First National 
Bank of Boston in current Letters: "In most 
lines today, it is not a question of 
whether a firm should carry on research 
work; not to do so, in view of the growing 
competition, is to gamble with survival" 
eeeeeeelypical of more and more companies 
is remark in annual report of a top 
pharmaceutical firm that "About 60% of the 
company's business in 1955 was in products 
introduced through research in the past 
ten years." Improved products and proc- 
esses come fast with modern technology and 
can outmode a company or place an entire 
industry in a vulnerable price or quality 
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poSition........-While "Service indus- 
tries," such as banking and insurance, are 
in a different situation from manufactur- 
ing, there should be more consideration of 
cooperative projects with full-time re- 
searchers supported by association funds 
or grants such as that made by the Uni- 
versity of Michigan to finance the Model 
Probate Code Committee study. Application 
of automation to trust operating pro- 
cedures, use of centralized facilities for 
real eState management and basic invest- 
ment alaysis, survey of free trust ser- 
vices or extra compensation for special 
service, are among projects which could 
well offer rewards in improved service and 
lower costs. 


$33 BILLION FOR 40,000 MILES OF SUPER- 
HIGHWAY will be spent for a variety of 
road-building equipment and materials and 
right-of-way between now and 1969 under 
the Highway Bill just signed by the presi- 
dent. "The greatest public works program 
in the history of the world," Commerce 
Secretary Weeks called it. Additional bil- 
lions will be spent by states to comple- 
ment the nationwide network.......ASSO= 
ciated General Contractors officials esti- 
mate 1956 expenditures for roadways and 
streets at over $5 billion, the projected 
program to involve over $8 billion a year 
by 1960. Cement, asphalt, steel, stone, 
lumber, pipe and tile, petroleum and ex- 
plosives, as well as trucks and construc- 
tion machinery stand to benefit from the 
new commitment, with additional subsequent 
impetus on automotive products, fuel and 
accessories. 


NEW YORK STOCK EXCHANGE'S LATEST ACTIV- 
ITY STUDY, based upon the two days' trans- 
actions of March 14th and 2lst, 1956, shows 
institutional business as 16.4% of total of 
approximately 12 million shares traded. 
Commercial banks and trust companies pro- 
duced 41.7% of this institutional volume, by 
far the largest contributor, followed by 
mutual funds with 13.4%. These percentages 
translate into actual share transactions of 
870,000 and 279,000 shares, respectively. 
It is noteworthy that the survey finds 
less than 30% of the total "institutional" 
volume originated from New York City.... 
In the public individual area, likewise, 








the study indicates growing investment in- 
terest in smaller population centers, also 
greater concentration in investors under 
age 40 and a "first" for the ladies, who 
this time outnumber the men at 52% of this 
public individual group, accounting for 
23.7% of volume or 1,989,000 shares. The 
Exchange's compilation strongly points to- 
ward a predominantly investment, rather 
than speculative, motivation on the part 
of customers, based upon the analysis of 
some 86,000 transactions. 


1322 EMPLOYEE BENEFIT PLANS WERE AP- 
PROVED for initial qualification as tax 
exempt by the Internal Revenue Service 
during the quarter ended March 31, 1956. 
They cover 168,896 workers. Only eight 
plans were disapproved. (See p. 630 for 
other data.) 


BANK DEPOSITORS AND TRUST FUNDS ARE 
SHIFTING, as revealed by recent studies. 
A study by M. A. Shapiro & Co. of New 
York shows that New York City banks hold 
less than 18% of the nation's member- 
banks' total deposits, against 30.6% in 
1940, while country banks made the big 
gain — from 27.3% to 38%. Chicago also 
dropped in ratio while banks in 50 other 
large cities increased. This confirms our 
report last year of a drop in all New 
York City bank deposits from 26% to 16%, 
in the ten years to '55, of all bank de- 
posits in the nation . . . The number of 
living and court trusts, while growing 
nationally (16% during the five years 
1949-54) have fallen off slightly in 
Iowa, Montana, New Hampshire, Ohio, Penn- 
Sylvania and South Carolina, judging by 
the Comptroller of Currency's report for 
national banks. The largest increase in 
number of such accounts is reported for 
national banks in Illinois while largest 
percentage gains were made in Arizona and 
Nevada, Texas, Indiana, North Carolina, 
West Virginia, Florida and Illinois. The 
indications are that in 18 states the nun- 
ber of trusts in national banks fell below 
the modest over-all increase. Switches 
from state to national charters, or the 
reverse, and some variations in classifi- 
cation of trust accounts, however, make 
these figures subject to some modifica- 
tion. 
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TRUST MAJORS AT GRADUATE SCHOOL OF BANKING 





G. S. B. Graduates Largest Class 

The largest graduating class in the 
history of The Graduate School of Bank- 
ing—362 bankers from 35 states, the 
District of Columbia, and Puerto Rico 
took part in the School’s twentieth an- 
nual commencement ceremonies June 22, 
at Rutgers University, New Brunswick, 
N. J. The Graduate School is a school 
of advanced banking study conducted 
by the American Bankers Association in 
cooperation with Rutgers. A total of 
1,045 bank officers from 46 jurisdictions 
attended the two-week resident session 
which preceded. 

A highlight of the commencement ex- 
ercises was the conferring by Rutgers 
of an honorary Doctor of Laws degree 
upon Dr. Joseph E. Hughes, chairman 
of the Board of Regents of The Gradu- 
ate School, and president of The County 
Trust Company, White Plains, New 
York. 

The Richard W. Hill Award was pre- 
sented to J. Harold Driscoll, bank ex- 
aminer, New York State Banking De- 
partment, Buffalo. The Award, in honor 
of the former registrar of the School, is 
presented annually to the oldest mem- 
ber of the graduating class in recogni- 
tion of the inspiration he gives younger 
bankers to continue their education in 


the banking field. 


The class of 1956 elected as its perma- 
nent officers James R. Austin, assistant 
vice president, The Peoples Bank, Rox- 
boro, N. C., president; and Kenneth L. 
Birchby, auditor, Jamaica (N.Y.) Sav- 
ings Bank, secretary, Vincent C. Am- 
brose, president, Winchester (Mass.) 
Trust Co., was elected to a three-year 
term on the School’s Board of Regents. 


Students majoring in trusts elected a 
committee to represent them. They are 
shown in photo at right. 


606 


ANNUAL TRUST DIVISION PROGRAM 
ANNOUNCED 


At the annual meeting of the American 
Bankers Association in Los Angeles, 
October 21-24, the Trust Division pro- 
gram on the 22nd will feature a talk by 
Harold Quinton, president of Southern 
California Edison Co., on the investment 
outlook of the public utility industry. 
Division President Richard P. Chapman, 
who is president of Merchants National 
Bank of Boston, will also address the 
session. 

A A A 


® A survey undertaken by the American 
Bankers Association and the Association 
of Reserve City Bankers reveals that 
while 96% of “average” American fami- 
lies use one or more banking services, 
56% were unaware of additional ser- 
vices such as trust and estate administra- 
tion. Checking accounts were used by 
80% of those interviewed and savings 
accounts in banks by 63%. 








GSB TRUST COMMITTEE 
Committee elected by the bankers at the 
Graduate School of Banking majoring in 
trusts. Front row (1 to r) : Willard M. Bickel, 
field representative, Philadelphia National 
Bank, Pottstown, Pa.; Wallace G. Mathis, 
assistant trust officer, Citizens Fidelity Bank 
& Trust Co., Louisville. Second row: Jean 
M. Lindberg, pension trust officer, Chase 
Manhattan Bank, New York; William H. 
Webster, Jr., assistant vice president, and 
trust officer, National Bank of Commerce, 
San Antonio; and Daniel H. Burnham, Jr., 
assistant vice president, Security Trust & 
Savings Bank, San Diego, who is chairman 
of the committee. 


Calendar of Trust Events 


Aug. 5-22 — Trust Development School, 
Illinois Bankers Association, North- 
western U. 

Aug. 19-24 — Virginia Bankers School, 
U. of Virginia, Charlottesville 

Aug. 19-24—-Pennsylvania Bankers Sum- 
mer School, Pennsylvania State U., 
State College, Pa. 


Aug. 19-Sept. 1—School of Banking, U. 
of Wisconsin, Madison 


Aug. 20-31 — Pacific Coast Banking 
School, U. of Washington, Seattle 


Aug. 23-24 — ABA Western Regional 
Trust Conference, Salt Lake City 


Aug. 27-30—American Bar Association, 
Dallas 


Sept. 4-8 — Tennessee Bankers Confer- 
ence, U. of Tennessee, Knoxville 


Sept. 5-14 — Illinois Bankers School for 
Development of Junior Executives, 
Southern Ill. U., Carbondale 

Sept. 17-20 — National Association of 
Bank Auditors & Comptrollers, Wash- 
ington, D. C. 

Sept. 17-21 — National Association of 
Bank Women, Minneapolis 

Oct. 7-11 — Financial Public Relations 
Association, Dallas 

Oct. 18-19 — N. Y. State Trust Division, 
Albany 

Oct. 21-24—American Bankers Associa- 
tion Annual Convention, Los Angeles 

Nov. 15-16—ABA Mid-Continent Trust 
Conference, Chicago 


A A A 


@® A. J. Baber, assistant vice president, 
Chicago Title and Trust Co., has been 
designated chairman of the Committee 
on Arrangements for the 25th Mid-Con- 
tinent Trust Conference of the Trust 
Division, American Bankers Association, 
at The Drake Hotel in Chicago, Novem- 
ber 15-16. 
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Proposed Regulations on Income Taxation of 


SHORT TERM AND CONTROLLED TRUSTS 


5 i PROPOSED ‘TREASURY REGULA- 
tions* relating to inter-vivos trusts 
known before the 1954 Internal Revenue 
Code as “Clifford” trusts were published 
in the Federal Register on May 25, 1956 
following the publication earlier in May 
of proposed regulations relating to sim- 
ple and complex trusts and the five-year 
throwback rule. The proposed regula- 
tions herein discussed relate only to 
those trusts where the grantor (settlor) 
or some person other than the benefici- 
ary is taxed on the income of the trust 
under certain circumstances on the prin- 
ciple that he has, in effect, retained or 
has substantial incidents of ownership 
(1954 Revenue Code, Sections 671-678). 


Historical Background 


The 1939 Code contained specific pro- 
visions relating only to revocable and re- 
tained or accumulation trusts as regards 
grantors and persons other than benefi- 
ciaries. The 1954 Code, applicable com- 
mencing January 1, 1954 to the income 
tax consequences of trusts, added statu- 
tory provisions for the taxation of 
grantors and certain persons other than 
beneficiaries. These new provisions, with 
relatively few changes, are taken from 
the so-called “Clifford” regulations! 
promulgated under the 1939 Code. 


Those regulations were based on the 
celebrated Clifford case? which extended 
the broad definition of taxable income 
under 1939 Code, Sec. 22(a) to a five- 
year trust where the grantor retained a 
reversionary interest after his wife’s in- 
come interest and broad powers of man- 
agement. Thereafter the Supreme Court 
further extended the rationale of taxa- 
bility in the Stwart case.2 (Over 100 
cases were decided under these regula- 
tions by the various Courts of Appeal 
alone.) One Court rejected the regula- 
tions, partially on constitutional 


*Section numbers not preceded by “1” refer to 
1954 Code; numbers so preceded refer to Proposed 
Regulations. 


1Reg. 118, Sec. 39.22 (a) -21. 
2209 U.S. 331 (1940). 
8317 U.S. 154 (1942). 
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grounds.* The result was confusion and 
uncertainty causing reluctance on the 
part of grantors and their advisors to 
create irrevocable trusts for fear of 
challenge by the Internal Revenue Ser- 
vice and almost inevitable litigation. 


The new Code provisions, as did the 
former regulations, depart from the 
Clifford, Stuart and other cases in that 
they make single factors the criterion 
for taxation to grantors and other per- 
sons having powers to receive or have 
applied for their benefit the income or 
principal of irrevocable trusts. In dis- 
cussing the proposed regulations we 
shall emphasize the changes made in the 
former regulations on the theory that 
the advisors of most prospective grant- 
ors are reasonably familiar with the 
former rules. 


Five General Situations Where 
Grantor Will Be Taxed 


In the five following general situa- 
tions, the grantor of an inter-vivos trust 
(instead of the beneficiary or trustee) 
will be taxed on its income: 


(a) If he has retained a reversion- 
ary interest within statutorily defined 
time limits;® 

(b) If he or a non-adverse party 
has certain powers over beneficial in- 
terests under the trust;& 

(c)If he has certain stated admini- 
strative powers which can or do bene- 
fit him;7 


sComr. v. Clark, 202 F. 2d 94 (7th Cir., 1953). 
5$ee. 673; Sec. 1.673. 
®Sec. 674; Sec. 1.674. 
7Sec. 675; Sec. 1.675. 





(d) If he or a non-adverse party 
has the power to revoke the trust and 
obtain the principal or a part thereof ;8 
and 


(e) If he or a non-adverse party 
has the power to distribute or accumu- 
late income to or for his benefit.® 


However, the grantor is not taxable 
in any of these situations if the 
grantor’s spouse is or becomes the 
beneficiary of the trust after entry 
of a decree of separation or divorce 
or after the grantor and spouse enter 
into a separation agreement.!° 


The proposed regulations reaffirm the 
Congressional intent that the income of 
a trust is not to be included in the 
grantor’ return apart from the express 
provisions of Sections 671-677 of the 
Code on the grounds of the grantor’s 
dominion and control over the trust.'! 
However, the provisions of these sec- 
tions do not apply to situations involv- 
ing assignments of future income as, 
for example, where a grantor assigns his 
right to income under an employment 
contract or a bondholder assigns his 
right to bond interest to a trust in re- 
spect of which he has retained none of 
the controls or benefits specified in Sec- 
tions 671-677. In these latter situations 
the grantor is taxed on the income but 
not under the provisions of these sec- 
tions.!* 

Nor do those sections prevent taxa- 
tion of the grantor when the income of 
the trust is used to discharge his legal 
obligations. In this situation he is either 
treated as a beneficiary under Sections 
641-668 of the Code relating to trusts 
other than short term and controlled 
trusts or as the owner of the trust under 
Sections 677 or 678 because the income 
is distributed for his benefit.'* 


If the grantor is taxable by reason 
of his retention of a reversionary inter- 
est or controls over the beneficial inter- 


§Sec. 676; Sec, 1.676. 

*Sec. 677; Sec. 1.677. 

10Sec. 682 and Sec. 1.671-1(b). 
Sec. 1.671-1(c). 

12$ec. 1.671-1(c). 

13Sec. 1.671-1(c). 
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ests oF administration, the income is 
taxable to him regardless of whether 
the distribution constitutes income or 
corpus for trust accounting purposes, 
and all the deductions applicable to such 
a trust are made available to the grantor 
and the capital gains and losses are at- 
tributed to him.'* The Clifford regula- 
tions failed to provide that the grantor 
could avail himself of the deductions of 
the trust. All items of income, deduction 
and credit taxable to the grantor under 
Sections 673-677 should not be reported 
by the trust on Form 1041 (the fiduci- 
ary income tax return) but should be 
shown on a separate statement to be 
attached to that form.'® 


Definition of Adverse and Related 
and Subordinate Parties 


The concept of an adverse party be- 
comes important in several of the sec- 
tions covered by the proposed regula- 
tions. Such a party is defined as any 
person having a substantial beneficial 
interest in a trust.'° A person having a 
general power of appointment over the 
trust property is an adverse party but a 
trustee is not such a party merely by 
reason of his office.‘ Ordinarily a bene- 
ficiary is an adverse party but if he has 
only a partial interest he will be an ad- 
verse party only with respect to that 
part of the trust. If, therefore. A, B, C 
and D are equal beneficiaries of a trust 
and the grantor can revoke the trust 
only with A’s consent, the grantor will 
be treated as the owner of three-quarters 
of the trust corpus and will be taxed on 
three-quarters of the income.'* A non- 
adverse party is defined as any person 
who is not an adverse party.!® 


A related or subordinate party is de- 
fined by the proposed regulations as 
any non-adverse party who is the grant- 
or’s spouse (living with grantor), father, 
mother, issue, brother or sister, an em- 
ployee of the grantor. a corporation or 
any employee of a corporation in which 
the stockholdings of the grantor and the 
trust are significant from the viewpoint 
of voting control, or a subordinate em- 
ployee of a corporation in which the 
grantor is an executive.”? Unlike the 
Clifford regulations. a power held by a 
related or subordinate party is no longer 
attributable automatically to the grantor. 
Although there is a presumption of sub- 


‘See. 1.671-3(a). 
Sec. 1.671-4, 

See. 1.672 (a) -1. 
"See. 1.672 (a)-1. 
‘See. 1.672 (a) -1. 
“Sec. 1.672 (b) 1. 
“Sec. 1.672 (e) -1. 
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servience, it may be rebutted by a “pre- 
ponderance of the evidence.””! Even a 
person who would ordinarily be a re- 
lated or subordinate person will not fall 
within that class if he has a substantial 
adverse interest.”” 


Irrevocable Trusts Subject to 
Reversionary Interest 


In general, the grantor is taxed on 
the income of a trust in which he has 
a reversionary interest in the corpus or 
income if, at the inception of the trust, 
the reversionary interest may reasonably 
be expected to take effect within ten 
years from the date of the transfer in 
trust (unlike the Clifford regulations 
where there was both a 10 and a 15 
year rule).** There are, however, two 
exceptions to this 10 year rule: (a) a 
reversionary interest to take effect after 
the death of the life beneficiary, regard- 
less of the fact that his life expectancy 
is less than ten years,”* (b) 


and a re- 
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Bar Association?” 
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versionary interest in a trust to last at 
least two years for a charity (school, 
hospital or church of the type to which 
contributions are deductible up to 30% 
of gross income under Code, Sec. 170) .*° 
It should be noted that despite the grant- 
or’s being shielded from income tax dur- 
ing the two year period, he will be 
denied the charitable deduction for the 
gift in trust if his reversionary inter- 
est exceeds 5°% of the value of the gift.7° 


The proposed regulations provide, 
however, that even if the reversionary 
interest in the grantor is to take place 
ten years or two years after the transfer 
in trust, he may be taxable on the capi- 
tal gains under Section 677(a) (2) if 
he has a reversionary interest in the 
corpus.”* 

*ISec. 1.672 (c)-1. 

2°Sec. 1.672 (c)-1. 

*3Sec. 1.673 (a) -1. 

“Sec. 1.673 (a) -1. 

See. 1.673 (a) -1. 

*Sec. 170(b) (1) (D). 

*iSec. 1.673 (a) -1. 








If the reversionary interest is to take 
effect after the death of the life benefi- 
ciary or a stated term of years, which- 
ever is the earlier, the grantor will be 
taxed if the stated term of years is less 
than ten years.** The proposed regula- 
tions recognize the fairly common trust 
provision, not stated in the statute, 
where the reversionary interest in the 
grantor arises upon his death (or the 
death of any person other than the life 
beneficiary). In this situation the in- 
come will be taxable to the grantor only 
if his life expectancy at the inception of 
the trust is less than ten vears.”® 


The proposed regulations designed 
to cover short term trusts for the bene- 
fit of certain charities with a reversion- 
ary interest in the grantor after two 
years require the beneficiary to be a 
single designated charity. For example, 
a trust the income of which is to be 
paid to University A for one year and 
to University B for the second year does 
not qualify and the grantor will be tax- 
able on the income.*” Nor may the trus- 
‘sprinkle” the income among sev- 
eral qualified charities. The proposed 
regulations provide that, where ihe 
grantor creates a trust for a qualified 
charity for three years, after which the 
trust continues for seven more years to 
a named individual with a reversionary 
interest in the grantor, the grantor is 
not taxable during any portion of the 
ten year period.*! 


‘ 


tee 


Irrevocable Trusts Subject to 
Grantor’s Control of Beneficial 
Enjoyment 


The Supreme Court has held that the 
power to control income is the equiva- 
lent of ownership.** The former Clifford 
regulations adopted this rule now codi- 
fied in Section 674(a) and extended to 
the control of principal as well as in- 
come. The general rule of that section 
and subdivision contains, however, many 
exceptions, mitigating the severity of the 
general rule. The statute and the pro- 
posed regulations divide these excep- 
tions into categories based. upon the 
identity of the person who may exercise 
the power to control the beneficial en- 
joyment of the income or principal of 
the irrevocable trust. 


The proposed regulations provide that 
under the general rule of taxability 
(where the exceptions are not appli- 


Sec. 1.673 (b). 

Sec. 1.673 (b)-1(c). 

%0Sec. 1.673 (b) -1. 

31Sec. 1.673 (b)-1(c). 

*Helvering v. Horst, 311 U.S. 112 (1940). 








cable) the grantor is treated as the own- 

er of any portion of a trust where he 

or a non-adverse party or both has a 

power to dispose of the income or prin- 

cipal of the trust.** These powers to con- 

trol beneficial enjoyment are divided: 
(a) Powers exercisable by any per- 

son (Code, Sec. 674(b)); 


(b) Powers exercisable by inde- 
pendent trustees, trust companies, 
for example. (Code, Sec. 674(c)); and 

(c) Powers exercisable by any per- 
son except the grantor, or a spouse 
living with the grantor (Code, Sec. 
674(d)). 


%3Sec. 1.674(a)-1(b). 


Powers Exercisable by Any Person 


Subsection (b) of Section 674 lists 
eight exceptions to the general rule of 
taxability to the grantor and the pro- 
posed regulations amplify and illustrate 
these exceptions. The following powers 
exercisable by any person do not render 
the grantor taxable: 


(a) Power to apply income to the 
support of a dependent of the grantor 
(except, however, where the grantor 
has the power and is not acting as 
trustee or co-trustee)?4 unless in the 
taxable year the income is in fact used 
for the dependent’s .support. 


Sec. 1.674(b)-1(1). 
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(b) Power affecting beneficial en- 
joyment only after a reversionary pe- 
riod of ten or two years (as provided 
in Code, Section 673) as where the 
grantor reserves the right after a ten 
year period to substitute some one 
other than the primary income bene- 
ficiary as the secondary beneficiary.*5 


(c) A testamentary power to con- 
trol beneficial enjoyment exercisable 
only by will unless (i) the power is 
to accumulate income and then dispose 
of it by will, or (ii) where capital 
gains but not income are added to 
principal and then disposed of by 
grantor’s will.86 The exception relat- 
ing to capital gains is not contained 
in the statute (see Code, Sec. 674(b) 
(3)) and, the writer believes, is of 
doubtful validity. 


(d) A power.to determine beneficial 
enjoyment among any charitable bene- 
ficiaries.37 (Compare this “sprinkling” 
power with the rule under Code, Sec. 
673(b).) 

(e) A power to distribute principal 
pursuant to “a reasonably definite 
standard” set forth in the trust instru- 
ment (whether or not to income bene- 
ficiaries).28 Note that unlike the 
former Clifford regulations the stand- 
ard is not required to consist of the 
needs and circumstances of the bene- 
ficiaries. Note also that even if there 
is no standard stated, a power to dis- 
tribute principal to current income 
beneficiaries is permissible if the 
beneficiaries’ share is to be charged 
with such advancement. The three ex- 
amples in the proposed regulations are 
informative on the question of the 
nature of a “reasonably definite stand- 
ard” (to pay medical expenses is 
proper but to provide for the benefi- 
ciaries’ “happiness” is not). 


(f) A power to withhold income 
temporarily if the accumulated income 
must be paid ultimately to (i) the 
beneficiary or his appointees under a 
power of appointment which does not 
exclude anyone other than the bene- 
ficiary, his estate or their creditors, 
(ii) or if the beneficiary does not sur- 
vive a date which could reasonably 
be expected to occur within his life- 
time, to his appointees under any type 
of power of appointment or to persons 
designated in the trust instrument to 
take in default of appointment, or 
(iii) to the current income benefici- 
aries in shares irrevocably specified in 
the trust instrument.®9 Three helpful 
examples of the operation of this ex- 
ception are set forth in the regula- 
tions. 

(g) A power to withhold income 
during disability and there is no ne- 
cessity that the income ultimately be 
payable to the income _ beneficiary 


(Continued on page 666) 


*Sec. 1.674(b)-1(b) (2). 
Sec. 1.674(b)-1(b) (3). 
37Sec. 1.674 (b)-1(b) (4). 
3Sec. 1.674(b)-1(b) (5). 
3°Sec. 1.674 (b)-1(b) (6). 
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Sound, dependable answers to the 
puzzling questions involved in unfolding 
federal tax changes call for a sound, 
dependable source of continuing facts and 
guidance . . . and here it is: 
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Trust Income in New England 
Rises Sharply 


Trust department income of New Eng- 
land commercial banks, which had in- 
creased slowly from 1947 to 1954 (see 
chart), when a _ revised fee schedule 
coupled with expanding volume, result- 
ed in a sharp rise, showed a further 
fine growth of 25% in 1955 with the 
higher fees in effect for the entire year. 
This is revealed by the annual survey 
conducted by the Federal Reserve Bank 
of Boston* and reported in the June 
New England Business Review, from 
which the following is quoted. 


“Trust income has accounted for an 
increasing share of operaiing earnings 
of New England banks, rising from 6.8 
per cent in 1947 to an estimated 7.8 per 
cent in 1955. This compares with na- 
tional proportions of about five per cent 
in 1947 and 4.5 per cent in 1955. Trust 
income of New England banks is about 
ten per cent of trust income in the na- 
tion. The proportion has been rising 
since 1947, partly because trust fees in 
some other areas of the nation have been 
limited by statute. 


“Expenses of New England trust de- 
partments have averaged from 80 to 90 
per cent of trust income. The sharp rise 
in trust income in 1955 reduced the ex 
pense proportion to about 75 per cent, 
however. The trust expense ratio is ap- 
preciably higher than the ratio of total 
operating expenses to operating earn- 
ings of commercial banks in New Eng- 
land, which has averaged about 65 per 
cent from 1947 to 1955. Trust services 
are of a specialized and personal nature 
which results in a higher labor cost, as 
evidenced by the fact that trust salaries 
and wages account for about 60 per cent 
of total expenses, as compared to about 
50 per cent in other commercial bank- 
ing departments. 


“While trust department profitability 
has been lower than that of other com- 
mercial bank operating departments, 
trust departments generally have a value 
to the bank in excess of their net in- 
come. The availability of trust services 
can attract other types of business io 
the bank and the administration of trusts 
usually adds directly to a bank’s de- 
posit volume. A trust department also 
helps to absorb overhead expenses. 


*Aggregate trust income of responding banks 
accounts for approximately 80 per cent of total 
estimated trust income of commercial banks in 
New England. Detailed survey data for 1955 are 
available on request to the Research and Statistics 
Department. 
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“Analysis of trust expenses shows 
great stability of the various expense cat- 
egories. There is little difference among 
the various expense proportions of large 
and small trust departments and of pro- 
fitable departments and those showing a 
loss. The various expense proportions 
have also been quite stable from 1947 
to 1955, with total wages and salaries, 
for example, averaging close to 60 per 
cent during the entire period. 


“Profitability of trust departments ap- 
pears to depend mainly on securing an 
adequate volume of trust business, al- 
though cost control is also important. 
In general, the larger departments have 
a better income-expense ratio. Of the 
trust departments surveyed since 1947, 
about two-thirds have been profitable as 
may be seen in the following tabulation: 


1947 1949 1951 1953 1955 


Number 
surveyed. 44 42 55 55 62 
Number 


profitable. 34 31 37 36 = 41 


“Of the various categories of trust in- 
come, commissions and fees from ad- 
ministration of personal trusts contin- 
ued to account for the largest share at 
surveyed banks in 1955, as shown in 
the accompanying table. The most rapid 
income growth, however, was displayed 
by the smallest categories. pension trusts 
and corporate trusts.” 





TRUST DEPARTMENT INCOME AND EXPENSE 
“(Amounts in thewsends of detlon) 
































9 banks with trust 42 banks with trust 
income exceeding | income from’$20,' 
| $500,000 in 1955 to $500,000 
Per Cent Per Cent 
increase Increase 
1955 from 1955 from 
1954 1954 
Income 
Commissions and fees from: 
EPO IL $ 1,904 23.5 $1,001 3.3 
Personal trusts.......... 8,275 27.3 2,502 12.7 
Pension trusts......... ‘ 426 31.5 74 80.5 
Personal agencies ...... 3,514 25.8 868 10.2 
Corporate trusts........ 482 30.6 42 133.3 
Corporate agencies..... 1,776 10.5 80 25.0 
Misia wruisee knee $16,377 24.7 $4,566 11.4 
Expenses 
Salaries and wages...... $ 6,825 10.6 $2,376 7.0 
ee $ 2,657 9.6 $1,281 5.2 
Other employees... .... 4,168 11.3 1,094 9.2 
Other direct expense ..... 2,988 10.5 1,111 9.2 
WONMOEEEs wiccceesecseas 1,759 10.9 470 10.0 
I ii tas iia ns $11,572 10.6 $3,957 8.0 














Note: Because of rounding, details may not add to total. 


Alabama Trustmen Seek 
Income-Expense Survey 
and Fee Study 


The Trust Division of the Alabama 
Bankers Association adopted a resolu- 
tion at the Association’s annual meeting 
on May 24 requesting the Federal Re- 
serve Bank of Atlanta to conduct a sur- 
vey of operations (income and expense ) 
of trust institutions in the Sixth District 
similar to those made by the Federal 
Reserve Banks of Boston and New 


York. 


Division Chairman Garet V. Aldridge, 
who is trust officer of The Merchants 
National Bank of Mobile, reported on 
the activities of the Division during the 
past year. He cited the efforts of the 
Legislative Committee, headed _ by 
Charles F. Zukoski, executive vice presi- 
dent and trust officer of The First Na- 
tional Bank of Birmingham, in defeating 
or amending a number of undesirable 
fiduciary bills last year and in success- 
fully supporting the recent enactment 
of H.B. 25 allowing out-of-state trust 
institutions to do business in Alabama 
provided the state of domicile has a 
similar reciprocal statute. The “Infant 
Stockholders Bill” was recommended 
but failed to pass. 


The Uniform Trust Practices Com- 
mittee. chairmaned by Dan B. Flautt, 
trust officer of The First National Bank 
of Birmingham, has under consideration 
“Guiding Principles for Acceptance of 
New Trust Business” and “A Study of 
Trust Fees Applicable to Pension and 
Profit Sharing Trusts.” 


Through the Bar Relations Committee, 
which reported as for the past 15 years 
that no serious problems have been en- 
countered, the Trust Division is seeking 
active steps to promote closer associa- 
tion with the Bar. This committee is led 
by John C. Schor, vice president and 
trust officer of Birmingham Trust Na- 
tional Bank. 


A new unit, the Trust Education Com- 
mittee. headed by M. B. Slaughter. vice 
president of The Merchants National 
Bank of Mobile, is devoting itself to a 
long range program of educating young 
men, at the career choosing stage. as 10 
the advantages of trust work. 


Clifford M. Spencer, trust officer of 
Birmingham Trust National Bank. was 
elected president of the Trust Division 
for the coming year. Corley Chapman. 
vice president and trust officer of Troy 
Bank & Trust Co., was again chosen sec- 
retary-treasurer. 
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Common Ground for Lawyers and Trustmen 


DRARTING—INSTRUMENTS AND THE LAW 


THOMAS S. EDMONDS 


Chicago; President, Illinois State Bar Association 


N SPITE OF OCCASIONAL INDICATIONS 
| to the contrary we of the legal pro- 
fession are fully conscious of the fine 
services performed by corporate fidu- 
ciaries. I shall offer suggestions aimed 
at closer cooperation between our two 
professions: 


1. Careful adherence of both pro- 
fessions to the Statement of Princi- 
ples agreed upon by the leaders of 
both professions. 

2. Avoidance by trust officers of 
a peremptory attitude as to the pro- 
visions of wills and trusts, particu- 
larly verbiage having to do with in- 
vestments. 

3. Greater interest on the part of 
trust officers and lawyers in small 
estates. 

4. Participation by lawyer trust 
officers in bar association activities. 

5. Paradoxically, avoidance of bar 
association politics by representatives 
of the trust profession. 


Lawyers and Investment Policy 


It is probably the duty of a lawyer, in 
advising a client who contemplates the 
appointment of a corporate fiduciary. to 
ascertain the fiduciary’s present in- 
vestment policies and practices so that 
he can tell the client about what the 
family can expect the bank to do. This 
is even more important for those clients 
who have farms or closely-held busi- 
nesses. However, many lawyers are 
rather naive and when we give a trustee 
broad powers, we assume they will be 
exercised in that manner. I think it 
would be well worth-while — I know 
some Chicago banks have done it — 
to get your local lawyers together, at 
least those doing any volume of estate 
work, give them a talk on your invest- 
ment policies and practices. and _ tell 
them if they have a client who wants 
15'« or 80% of his trust invested in 
equities, the type of language that will 
lease you free to do so. 


Part of the difficulty arises out of 
change in value of the chips. The Pru- 
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dent Man Rule contains no information 
about changes in the value of the cur- 
rency. It has been assumed that a 
trustee who is able to pay out the same 
number of dollars of principal which he 
received is safe, because he has always 
been safe in the past. Suppose over the 
next sixteen years our dollar by 1939 
standards becomes worth 3 cents, would 
a trustee be safe in carrying 65% of 
the estate in fixed income securities? 


If you have a customer who believes 
that the long-term trend is inflationary 
and wants a liberal equity program fol- 
lowed, you should hesitate quite a while 
before advising him that you believe 
his opinion is unsound. Certainly, if he 
gives you adequate power to do it and 
it turns out that he was wrong, you who 
are still living can modify your program 
accordingly. 


Taxes and Small Estates 


Literature has been furnished by some 
of you on methods of saving federal 
taxes.-Much of this has been helpful to 
us. But I think of the sage advice of 
Paul Farrier of the First National Bank 
of Chicago to the effect that too heavy 
reliance on Federal tax savings is un- 
desirable. He pointed out by way of 
illustration that carried to its logical 
conclusion this would require a person 
to always give away to charity his entire 
estate during his lifetime. 


The problems of small estates having 
no tax problems also need study. Most 
of you are cognizant of the desirability 
of broadening the base of trust service. 
It is to be hoped that the establishment 
of common trust funds is a step in that 
direction. 


We of the legal profession are pri- 
marily responsible for lack of proper 
planning for small estates. We need your 
assistance. Let’s take an actual case. 


John and Mary Jones, 37 and 32 years 
of age, are still married to each other 
after the birth of four children aged 
12, 10, 7 and 5 years. Their assets con- 
sist of a house valued at $15,000 in 
excess of the mortgage, a bank account, 


the customary balance of which is less 
than $1,000, and insurance on John’s 
life in the amount of $25,000. The house 
and bank account are in joint tenancy. 


If both John and Mary die while their 
children are under legal age, their good 
friends who live nevt door would care 
for the children and take them in their 
house. Although they would expect re- 
imbursement for out-of-pocket expenses, 
they would charge no compensation, and 
prefer not to handle the children’s 
money. 


John and Mary wish that each child 
have the opportunity to receive four 
years of college, business or technical 
school courses. They recognize that the 
funds should be spent on the children 
according to need and not for their equal 
benefit. The 12 year old already has re- 
ceived 7 years more support and educa- 
tion than the 5 year old, so that it would 
not accomplish the desired purpose for 
the funds to be spent equally. 


I am told that some trust companies 
would not accept a trust for this pur- 
pose because the discretion is unguided. 
Would these trust companies also refuse 
a trust granting an unguided discretion 
as to expenditure of principal in case 
of emergency ? 


Obviously unguided discretions are 
undesirable whether they pertain to in- 
come or principal. The essential factor 
for such cases is a standard. This is 
present if the testator enumerates in 
some detail the educational opportunities 
the children are to have, i.e. high school, 
trade school, business school, college, 
whether tuition only is to be paid in case 
of college education, and the age to 
which each is to be supported. When all 
these are enumerated, some leeway must 
be left the trustee. 


Essential to the solution is a con- 
tingent insurance trust agreement and 
(in Illinois) a pour-over will. Obviously, 
the establishment of two separate trusts 
would be more costly. | am confident 
that cooperation of the two professions 
can do much to establish trusts of this 
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kind and to convince the public that you 
do not have to be wealthy to need trust 
service. 


It is rather common for a trust instru- 
ment to contain language permitting 
consolidation of trusts in the discretion 
of the trustee. For consolidation to be 
effective the terms of the trust instru- 
ments must be substantially identical, a 
requirement attorneys frequently over- 


look. 


Trust officers have told me that even 
when the instruments authorizing con- 
solidation are in proper form, these pro- 
visions are seldom used. If this be the 
case, I think attorneys would be in- 
terested to know the reasons. Recently a 
lawyer in seeking a solution, while giv- 
ing the trustee absolute discretion as to 
consolidation, required the trustee to 
consult with named persons annually 
about consolidation. This he felt would 
at least require the trustee to consider 
the problem. 


Bar Activities 
It is unnecessary to discuss at length 
why persons having any connection with 
corporate fiduciaries should avoid bar 
association politics. Although they be 
lawyers, their presence in the arena 
leads to speculation as to motives. 


The splendid cooperation between the 
two professions in Chicago stands as an 
example to be followed elsewhere. Ad- 
herence to the Statement of Principles 
is of course only part of the story. More 
than thirty years ago Roy Osgood-of The 
First National Bank of Chicago, Harold 
Eckhart of Harris Trust, William S. 
Miller of The Northern Trust Company 
and my fine father, Howard O. Ed- 
monds, recognized that close association 
between members of the two profes- 
sions was important. They and other 
trust executives encouraged juniors to 
participate in bar association activities. 


It was with this spirit that Don Mc- 
Lucas of The Northern Trust in 1943 
worked with us in drafting The Illinois 
Termination of Powers Act, a law per- 
mitting Illinois residents to take ad- 


vantage of provisions contained in the 
1942 Revenue Act. 


It was with this same spirit that a 
number of trust officers cooperated with 
the organized bar of Illinois in the draft- 
ing of the Probate Act, the most com- 
prehensive code of Probate Practice and 
Procedure of any state in the country. 
Every year committees of the State Bar 
review the Act to keep it up to date. We 
are indebted to trust officers for as- 
sistance in this important activity. 





It was with this same spirit that Byron 
Bronston of Continental Illinois Nation- 
al Bank of Chicago, first as chairman of 
our Federal Tax Section and then as a 
member of our Board of Governors, has 
rendered outstanding service in teach- 
ing lawyers a working knowledge of 
Federal Taxation. 


It was with this same spirit that 
William K. Stevens of The First Na- 
tional Bank of Chicago, as an officer of 
our Federal Tax Section, for two years 
served as the editor of monthly tax 
articles in our Bar Journal of such out- 
standing merit that they are constantly 
being reprinted by other publications. 


It is with this same spirit that Mar- 
cellus Oshe and William Thuma of the 
Chicago Title and Trust Company ren- 
dered service to our Real Estate Section. 


It was with this same spirit that 
Austin Fleming of The Northern Trust 
Company, while serving with distinction 
as chairman of our Probate and Trust 
Section, fathered the Illinois Pour-Over 
Bill, the most outstanding legislation 
enacted on estate planning in several 
generations, a bill which makes fool- 
proof the consolidation by bequest of a 
testamentary and a living trust, thus 
facilitating the use of the marital deduc- 
tion in substantial estates and making 
economically sound the establishment of 
trusts in modest estates. 


All these benefits to the public arise 
out of teamwork between the two pro- 
fessions. 


Honorable Service 

Like you, we of the legal profession 
furnish personal services. In that respect 
we differ from those who market com- 
modities or investments. Persons who are 
primarily concerned with sales are 
handicapped in working for a client’s 
best interest. It was for this reason that 
some years ago the few trust companies 
following the practices, discontinued the 
commission basis for new business solici- 
tors. 


No one should participate in estates 
work as a trust officer or lawyer unless 
he has a genuine love of people, for the 
relationship is so intimate that dis- 
interest is easily detected, and business 
life becomes intolerable. To me, estates 
work, while not as profitable as some 
other types of banking and legal matters, 
is a high type of human endeavor, a 
work devoted to the service of our 
fellowman, the opportunity to assist the 
aged, the infirm, the helpless and the 
young, the chance to earn an honorable 
living in an honorable manner. These 
are the rewards of our labors. 
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RESOURCES 
Cash and Due from Banks Sava $ 790,434,555 
U. S. Government Securities 721,848,004 
U. S. Government Insured F. H. A. Mort- 

gages . ve 71,919,552 
State, Municipal and Public Securities 175,302,065 
Stock of Federal Reserve Bank oe 4,511,700 
Other Securities o baa dene 31,128,519 
Loans, Bills Purchased and Bankers’ Ac- 

EE. Oruit a 2c eetawenea 1,065,731,214 
CI cae eee ee dee canes 25,904,330 
Banking Mowses ................ aa 18,085,363 
Customers’ Liability for Acceptances 24,199,697 
Accrued Interest and Other Resources 7,988,779 

$2,937,053,778 
LIABILITIES 
Capital (5,039,000 

shares—$10. par) .. $ 50,390,000 
Surples ww ww ea 100,000,000 
Undivided Profits ..... 51,547,986 $ 201,937,986 
Reserves for Taxes, Unearned Discount, 

Interest, etc. she eee 19,374,070 
Dividend Payable July 15, 1956 +? 2,204,562 
Outstanding Acceptances __. eum i 25,328,259 
Liability as Endorser on Acceptances and 

I 2, 2s: 4st ome whacgeermietioes 17,726,424 
I, So kk oc han Bh teins 1,661,386 
I a ic a5, Aid Raniah 4s Race ae 2,668,821,091 

$2,937,053,778 


United States Government and Other Securities carried at $143,462,986 ore pledged to 
secure public funds and trust deposits and for other purposes as required or permitted by low. 


Member Federal Reserve System 
Member New York Clearing House Association 
Member Federal Deposit Insurance Corporation 
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INSURANCE ASPECTS OF ESTATE PLANNING 


OPTIONS - SMALL ESTATES - TERM TRUSTS 


A. F. MOORE, C.L.U. 


Ottawa, Ill.; President, Illinois State Association of Life Underwriters 


HE LIFE UNDERWRITER SHOULD NOT 

be so jealous of the options of 
settlement that he should not recom- 
mend that the facilities of a corporate 
trustee might best serve the widow and 
children. Recently | saw a proposal de- 
signed for mailing to the estate owner 
which pointed out that $100,000 insur- 
ance would produce a life income for 
a widow age 40 of $4,000 per year. 
which uses principal and interest, with 
nothing remaining after her death if it 
occurred more than ten years after 
settlement began. That is correct, but 
the same sum in the hands of a trust 
institution would probably provide sub- 
stantially the same income, using inter- 
est only, and conserving the greater 
portion of the principal for the children. 
As underwriters, we must recognize 
both the limitations of income and in- 
flexibility of life insurance. 


There are, of course, many situations 
in which the annuity features of life 
insurance contracts are particularly ad- 
vantageous in estate planning. Consider 
the case of the estate owner in a 50% 





Condensed from address before Trust Division, 
Illinois Bankers Association, April 26, 1956. 


income tax bracket having $100,000 of 
Government Bonds producing a net in- 
come of $1,250 per year. If he is 65 
years of age, he could give away $50.- 
000 to his children and remove that 
from his estate. With the remaining 
$50,000, he could purchase a life an- 
nuity providing for a refund of the 
purchase price and have an income be- 
fore taxes of $2,850.40. Of this amount, 
$2,381.75 is excluded from income re- 
portable for tax so his only taxable in- 
come is $468.65. If he remains in the 
50% income tax bracket his spendable 
income is $2,616.07 and has therefore 
been more than doubled, to say noth- 
ing of the reduction in his estate costs 
by reason of the transfer of a portion 
of his assets. 


A trust officer directed my attention 
to the provision which exempts $1,000 
of interest income annually when in- 
surance proceeds are paid in_ install- 
ments to a surviving spouse. He appar- 
ently considered this unfair competi- 
tion. We cannot agree—life insurance 
replaces the earning power of the de- 
ceased. Should the estate owner not be 
encouraged to make provisions for his 








AT ANNUAL MEETING OF ILLINOIS BANKERS ASSN. TRUST DIVISION 


(L. to R.) Speaker Thomas S. Edmonds, president, Illinois Bar Association; vice president 

elect, Rollin B. Mansfield, vice president of First National Bank, Chicago; retiring presi- 

dent, William O. Heath, vice president of Harris Trust & Savings Bank, Chicago; president 

elect, C. A. Webber, president and trust officer of Champaign County Bank & Trust Co., 

Urbana; local arrangements chairman, M. B. Stine, vice president and trust officer, First 
National Bank of Danville. 
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rather than 
wait until such time as an estate may 


dependents immediately, 
be accumulated? Would perhaps $200 
annual income tax on the sum exempted 
deter the estate owner from electing 
settlement under a trust if that seemed 
more desirable? 


Small Estate Planning 


officers 
and life underwriters should not be 
limited to large estates. A recent ex- 
perience might be of interest. The in- 
sured owned a small business which was 
far from financially sound. His death 
occurred at age 35 in 1954. At the sug- 


Cooperation between trust 


gestion of the attorney and the under- 
writer, about $25,000 of life insurance 
was left at interest with the company. 
After much difficulty, the business in- 
terests were sold in the Fall of 1955 
with very little being realized from the 
sale. The widow had made partial with- 
drawals for living expenses and when 
she died at age 27 this February. the 
insurance company had over $20,000 
for the benefit of the two small daugh- 
ters. 


The attorney for the estate was quite 
provoked when he realized that these 
children were named contingent benefi- 
ciaries and that no funds would be 
available to retire the mortgage on the 
home and help settle the estate. Surely. 
there is room to question his judgment 
as to why should there be a home when 
the youngsters would not be living in 
it? Settlement has not yet been made 
for the benefit of the children who are 
now living with their aunt in the latter's 
home. Would it not have been bettet 
to have designated a corporate trustee 
as beneficiary in event of the widow's 


death? 


Whose duty is it to motivate the es- 
tate owner to lay all of his assets and 
liabilities on the table and thereby ade- 
quately serve him? The life underwriter. 
not limited in his sphere of activity, 
may well make the first contact, and 
point out the problems, but should he 
be the sole member of the team to do 
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so? Why should not the trust officer 
take the initiative? And surely the ac- 
countant, familiar with the owner’s tax 
problems, is in an excellent position to 
call attention to methods open to him 
to minimize them. 


the 10% standard deduction and a $600 
exemption which would reduce his tax- 
able income to $480 and his income tax 
to $96—an annual tax savings of $504. 


ization is currently being planned in 
Springfield; there is interest in Peoria’ 
and in LaSalle County. The [Illinois 
State Association of Life Underwriters 
would be pleased to lend support to 
any such organization so that there 
might grow a greater appreciation of 
the part each member of the Estate 
Planning Team plays in the service of 
the public. Just as all banks do not have 
trust powers, neither do all life under- 
writers deal in or are qualified to do 
estate planning, and there seems much 
room for those engaged in that work to 
improve their methods and approach. 


Teamwork 


The Illinois State Association of Life 
Underwriters has the support of 24 
banks and trust companies who adver- 
tise in our Annual Membership Direc- 
tory. 


Short Term Trusts 


The short term trust offers income 
tax saving opportunities never before 
available. An article in the C.L.U. 
Journal discusses the Transfer and 
Leaseback device, one of the most inter- 
esting applications. An example was 


In some 77 metropolitan areas there 
are Estate Planning Councils composed 
of accountants, attorneys, trust officers 


and life underwriters. Such an organ- 
cited of a physician conveying to a 


trustee his clinic building, designating 
the trust income for the benefit of his 4 
family; after 20 years the trust would 
terminate and the corpus go to his 
children, and the grantor could lease 
the building back at a rent to be fixed 
by the trustee. The rental deduction was 
allowed by the Court which emphasized 
the reasonableness of the rent and the 
independence of the trustee. 





Such transfers of property used in 
the owner’s business materially reduce 
income tax liabilities, and often the 
trustee may wish to apply the net in- 
come to purchase life insurance on the 
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ASSETS 

life of the trust beneficiary. An ex- Cash on Handandin Banks - . . . se + «  $ 206,767,365.62 

] ; ; nited States vernment Securities. ..... 399,716,127.21 
— might be “ druggist whose State, Municipal and Other Securities, including 
daughter is married and has two small Stock of the Federal Reserve Bank ..... « 117,221,661.57 
hile e Loans and Discounts See e02 8648808000800 8 6 ® 699,856,161.45 
children. To safeguard against the pos- ES 6 5 ks 664 e604 Oe OO 3,053,222.21 
sibility that his son-i m } ; Other Real Estate ....sesceeecese eee 1.00 

) in-law might die DE 3. Se Oe ee eb eee ees 6,658,543.89 
and his daughter be thrust back on him, 

‘ . ‘ $1,433,273,082.95 

the druggist could transfer his store to 
a trustee for ten years, and the annual LIABILITIES 
rent of $1. : Capital Stock ..... ++ $ 17,500,000.00 
< ot $1,000 would probably provide nn: « «os & @ @ 6 « 57,500,000.00 
$800 (after trustee’s fees and taxes) for Undivided Profits . .. « 13,582,674.45 
premiums on the life of the son-in-law— Capital Funds $ 88,582,674.45 


60% more than would be available if 


left in the hands of the store-owner piasinchestrsiedinihes 
7 5 Commercial and Savings . . $1,297,359,367.20 


Estates and Corporate Trust . 34,926,848.58 1,332,286,215.78 





Another example: take an individual 





sa : Accrued Taxes, Interest,etc. ...++sse-se-eee 8,109,598.89 
who has $30,000 of securities grossing Other Liabilities . 2... 2 eee ec ceceee 4,294,593.83 
about $1,200 annually but netting only $1,433,273,082.95 


$600 after taxes. His other earnings are 
more than sufficient to provide his fam- 
ily with the standard of living he wants. 


United States Government Securities carried at $123,998,634.40 are pledged tosecure U. S. Govern- 
ment Deposits and other Public Funds and for other purposes as required or permitted by law. 








He creates a 10-year short-term trust of 
these securities, directing that the in- 
come be accumulated for his eight-year 
old son. Since the income is accumula- 
ted, it is taxable to the trust which 
enjoys a $100 annual exemption. Thus, 
he removes $1,200 of income he does 
not need today from his 50% tax 
bracket into the 20% tax bracket of the 
trust, producing an annual tax savings 
of “380. If the trust income were paid 
directly to the beneficiary, or spent each 
year for his benefit, the tax would be 
even less. The son would be entitled to 
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Trust Council Activities 


Los Angeles — At the annual meeting 
on June 11 the following officers were 
elected: Pres. — 
Hal A. Hardin, 
vice president and 
trust officer, Secur- 
ity - First National 
Bank; Vice Pres. 
— Walter W. 
Jones, Mutual Life 
Insurance Co. of 
New York; Sec.- 
Treas. — James R. Pattillo, Jr., vice 
president and trust officer, Beverly Hills 
National Bank & Trust Co. “Investment 
and Market Trends” were discussed by 
Howard D. Mills, Pacific Coast vice 
president, Lionel D. Edie & Co. 


East Coast, Fla. — “The Place of the 
Life Underwriter on the Estate Planning 
Team” was discussed at the June 7 meet- 
ing by J. Rodney Haney, C.L.U., special 
agent, Prudential Insurance Co. of 
America, Miami. 





H. A. HARDIN 


Chicago — Officers elected at the an- 
nual meeting on June 1 are: Pres. — 
John W. Heddens, trust officer, Conti- 
nental Illinois National Bank & Trust 
Co.; Vice Pres. — Harry R. Schultz, Mu- 
tual Life Insurance Co. of New York; 
Treas. — Thomas L. McDermand, trust 
officer, The Northern Trust Co.; Sec’y—- 
Richard C. Frasier, Great-West Life As- 


surance Co. 


Des Moines — At the annual meeting 
on June 4 the following officers were 
elected: Pres. — C. B. Knobbe, C.P.A.; 
Vice Pres. — A. C. Pearsall, Jr., C.L.U., 
Equitable Life Assurance Society; Sec’y- 
Treas. — Robert B. Throckmorton, at- 
torney. 


Boston — The annual meeting on May 
28 featured George M. Rideout, vice 
president, Babson Reports, Inc., who 
discussed “The Business Outlook.” New 
officers elected are: Pres. — William R. 
Robertson, C.L.U., general agent, Massa- 
chusetts Mutual Life Insurance Co.; Vice 


Pres. — John B. Harriman, vice presi- 
dent, Boston Safe Deposit & Trust Co.; 
Treas. — Sumner Rodman, partner, Rod- 


man Insurance Agency; Sec’y — John J. 
Leahy, vice president, Rockland-Atlas 
National Bank, Boston. 


Detroit — The June 5 meeting took 
the form of the annual golf party and 
dinner. 

North Jersey — The June 7 meeting 
was the annual stag outing and golf 
tournament. 

Rochester, N. Y. — The following offi- 


cers were elected at the annual meeting 
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June 27: Pres. — J. Robert Murray, as- 
sistant vice president and trust officer, 
Security Trust Co.; Vice Pres. — Bert 
A. Van Horn, Business Insurance & Es- 
tate Analysis Service; Treas. — Wilmot 
R. Craig, vice president and trust officer, 
Lincoln Rochester Trust Co.; Sec’y — 
Robert M. Williamson, Connecticut Mu- 
tual Life Insurance Co. 


Cincinnati — At the annual meeting, 
May 28, the name of the Council was 
changed from “The Cincinnati Council 
of Life Underwriters and Corporate 
Trustees of Cincinnati, Ohio” to “The 
Cincinnati Estate Planning Council.” 
Newly elected officers are: Pres. — Judd 
C. Benson, general manager, Union Cen- 
tral Life Insurance Co.; Vice Pres. — 
Julius W. Reif, vice president and trust 
officer, Provident Savings Bank & Trust 
Co.; Sec’y-Treas. — Guy D. Randolph, 
Jr., New England Mutual Life Insurance 
Co. The annual picnic was held June 18. 


Dayton — Officers elected at the May 
24 meeting are: Pres. — George S. Lott, 
general agent emeritus, State Mutual 


_ Life Assurance Co.; Vice Pres. — David 


J. Robison, Equitable Life Assurance 
Society; Sec’y-Treas. — Kenneth N. 
Graham, vice president, Winters Na- 


tional Bank & Trust Co. 


Rhode Island — At the annual meet- 
ing on May 21, Knight Ames, vice presi- 
dent of Boston Safe Deposit & Trust Co. 
and president, Corporate Fiduciaries As- 
sociation of Boston, spoke on “Making 


the Estate Planning Team Work.” 


Amarillo, Tex. — The newly formed 
Amarillo Estate Planning Council has 
begun activities 
with the support of 
the Amarillo Bar 
Association, the 
. Certified Public 
- Accountants, the 
Chartered Life Un- 
derwriters, and the 
Trust Departments 
of local banks. Offi- 
cers elected June 8 are: Pres.—Kenneth 
N. Sloan, vice president and trust offi- 
cer, First National Bank; Vice Pres. — 
O. M. Calhoun, attorney; Sec’y — W. 
J. Fellers, C.P.A.; Treas. — Joe Nall, 
State Reserve Life Insurance Co.; Prog. 
Chmn. — William O. Mullins, vice pres- 
ident, Amarillo National Bank. 


KENNETH N,. SLOAN 


Richmond, Va. — Officers elected for 
the coming year are: Pres. — William 
J. McDowell, vice president and counsel, 
Virginia Trust Co.; Vice Pres. — Daniel 
L. Williams, C.L.U., associate manager, 
Life Insurance Co. of Virginia; Treas. 








— Richard Moore, Jr., attorney; Sec’y 
—Parks P. Duffey, manager, Connecti- 
cut General Life Insurance Co., Rich- 
mond. 


Roanoke, Va. — Officers elected May 
28 are: Pres. — William N. Pierce, trust 
officer, Colonial-American N ational 
Bank; Vice Pres. — Hayden Q. Ander- 
son, V.P.A.; Sec’y — E. Griffith Dodson, 
Jr. Attorney; Treas. — Robert B. Sul- 
livan, C.L.U. 


A A A 


Fiduciary Associations Elect 


Trust Division, Alabama Bankers As- 
sociation 


President: Clifford M. Spencer, trust 
officer, Birmingham Trust National Bank 


Sec.-Treas.: Corley Chapman, vice 
president and trust officer, Troy Bank & 
Trust Co. 


Trust Division, California Bankers As- 
sociation 
Chairman: Eldridge H. Booth, Jr., 
senior vice president and trust officer, 
Title Insurance & Trust Co. 


First Vice-Chairman: Allan Thomas, 
trust officer, Crocker-Anglo National 
Bank, Sacramento 


Second V-Chairman: S. B. Burnham, 
vice president, Union Bank & Trust Co., 
Los Angeles 


Secretary: Oscar R. Menenga, Mills 
Building, San Francisco 


Corporate Fiduciary Association of Hart- 
ford County 


President: Allyn A. Bernard, associate 
trust officer, Riverside Trust Co. 


Treasurer: Ernest L. Fetzer, assistant 
trust officer, Simsbury Bank & Trust Co. 


Secretary: A. Wallace Cudworth, asso- 
ciate trust officer, Hartford National 
Bank & Trust Co. 


Trust Division, Georgia Bankers Asso- 
ciation 
Chairman: Murphy M. Holloway, Jr., 
vice president and trust officer, First Na- 
tional Bank & Trust Co., Augusta, IIl. 
Trust Division, Illinois Bankers Associa- 
tion 
(See p. 616.) 


Indianapolis Corporate Fiduciaries Asso- 
ciation 
President: L. J. Bowden, 
cashier, Indiana National Bank 


assistant 


Vice Pres.: Louis 
S. Eggert, assis- 
tant trust officer, 
Merchants National 
Bank & Trust Co. 

Sec-Treas.: Wil- 
liam F. Elliott, 
trust officer, Amer- 


ican Fletcher Na- 
tional Bank & “gr eto 
Trust Co. as) 
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Corporate Fiduciaries Association of St. 


Louis 


President: F. Leland Carpenter, trust 
officer, Mercantile Trust Co. 


ist V.P.: Harry L. Miller, vice presi- 
dent, St. Louis Union Trust Co. 


2nd V.P.: Alonzo F. Stark, vice presi- 
dent, Security National Bank Savings & 
Trust Co. 


Secretary: Charles J. McMullin, as- 
sistant trust officer, Boatmen’s National 
Bank 


Treasurer: Charles J. Ries, assistant 
trust officer, Mercantile Trust Co. 


Trust Section, North Carolina Bankers 
Association 


Chairman: J. J. Mason, executive vice 
president & trust officer, Edgecombe 
Bank & Trust Co., Tarboro 


lst V.Chm.: (To be elected at the fall 
meeting) 


2nd V.Chm.: B. B. Townsend, trust of- 
ficer, Peoples Bank & Trust Co., Rocky 
Mount 


Sec.-Treas.: R. L. Clodfelter, trust of- 
ficer, First National Bank & Trust Co., 
Asheville 


Trust Division, Oklahoma Bankers Asso- 
ciation 


President: Kenneth L. Meyer, Jr., as- 
sistant trust officer, First National Bank 
& Trust Co., Muskogee 


1st V.P.: Mac D. Wallace, vice presi- 
dent and trust officer, First National 
Bank, Bartlesville 


2nd V.P.: Waldemar F. Pralle, asst. 
cashier and assistant trust officer, City 
National Bank & Trust Co., Oklahoma 
City 


Secretary: Charles L. Fuson, Okla- 
homa City 


Asst. Sec.-Treasurer: Melvin A. Mc- 
Glasson, trust officer, First National 
Bank & Trust Co., Oklahoma City 


Historian: Charles B. Neal, trust of- 
ficer, First National Bank & Trust Co., 
Tulsa 


Corporate Fiduciaries Association of 
Philadelphia 


President: William L. Muttart, as- 
sistant vice president, Provident Trust 
Co. 


Vice Pres.: John 
W. Woerner, vice 
president, Girard 
Trust Corn Ex- 
change Bank. 

Sec-Treas.: Rob- 
ert U. Frey, 123 
‘ So. Broad Street, 
Wo. L. MuTTarT Philadelphia 9. 


A A A 
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TOWN AGENT! 


NCE, SEE YOUR HOM 


FOR QUALITY PROPERTY INSURA 





businessmen at work 





These men are tending to business. Very much so! 


They are taking a quick ‘refresher course’’ on property protection— 
learning how insurance has changed, and how to get the most benefit 
from modern business insurance. 


You or your businessmen’s group can arrange for such an up-to-date 
presentation through the agent or broker of The Home Insurance Company. 
He knows all the policies and how to make them serve your needs best. 


Naturally, he sells quality insurance. Every good businessman knows 

you get what you pay for—and you get most value when you buy the best. 
That's especially true of insurance, whether it’s on your business, your 
home, your car or anything else you own. 


Why not talk to your Home Insurance man soon? You'll find it’s time well spent. 


HE HOME 


ORGANIZED 1853 


(Pusurence (Company 


Home Office: 59 Maiden Lane, New York 8, N. Y. 
FIRE e« AUTOMOBILE -« MARINE 


The Home Indemnity Company, an affiliate, writes 
Casualty Insurance, Fidelity and Surety Bonds 


A stock company represented by over 40,000 independent local agents and brokers 
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Trust Earnings and Expenses: New York, New Jersey 


ROFITS OF COMMERCIAL BANK TRUST 

departments in New York and New 
Jersey continued to increase in 1955, 
according to the third annual survey by 
the Federal Reserve Bank of New York. 
Net earnings! in 1955 were about 42 
per cent above 1954 net earnings. Com- 
missions and fees increased somewhat 
more rapidly than expenses, and “al- 
lowed credits for deposits”* increased 
by more than 30 per cent. About 43% 
of the 77 banks included in the survey 
incurred net losses after income taxes in 
1955 on their trust department business, 
but after adjustment for “allowed credits 
for deposits,” only 14% of the banks 
showed net losses — nearly the same 
ratios as in 1954. 


The 1955 survey included 77 trust 
departments in New York, New Jersey, 
and Fairfield County, Conn. with annual 
commissions and fees in excess of $10,- 
000.* Their earnings totaled $72 million 
from trust commissions and fees, about 
two thirds of the total earned by all 
trust departments in the area. 


Income and expense data for 76 of 
the 77 reporting banks are included in 
Table I,* where the banks outside New 
York City having profits from trust de- 
partment operations in 1955 are separ- 
ated from those having losses. It also 


has data for 13 New York City banks. 


Table II, giving a comparison of 
1954 and 1955 data for the 7 New York 
City banks that reported detailed data 
by type of trust account both years, re- 
veals the largest net earnings came from 
corporate trusts and agencies, while pen- 
sion trusts showed the only loss in both 
years. These banks handled approxi- 
mately 65 per cent of the City’s trust 
business in 1955. Five New York City 
banks submitted a limited breakdown 
of expenses by type of trust account 
(Table III). Table IV shows a compari- 
son of trust income and expenses in 
1954 and 1955 for the 52 banks outside 
New York City that reported both years. 
” MBesed on net earnings (adjusted for deposit 


credit) of 59 banks that reported in both 1954 and 
1955. 


2Income credited to trust department from un- 
invested trust balances deposited with the com- 
mercial department. Rates vary from time to time 
and from bank to bank. 


8For subsequent tabulations, trust departments 
in Fairfield County were grouped with banks in 
New York, and one mutual savings bank in, New 
Jersey that operates a trust department was 
grouped with N. J. commercial banks. 


4One New York City bank did not report data 
in a form suitable for inclusion in Table I, but 
is included in Table II. 
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Another table, not reproduced, contains 
comparative data on income and ex- 
penses as between banks in New York 
State and New Jersey. 


The ratios shown are not averages of 
individual bank ratios but are derived 
from aggregate dollar totals. This 
method of ratio derivation was used be- 
cause the extreme range of some of the 
ratios would have biased average ratios 
unduly, especially those for the smaller 
trust departments. 


New York City Banks 
The 7 New York City banks’ commis- 


sions and fees (Table II) rose from a 
total of $49 million in 1954 to nearly 
$59 million in 1955, an increase of 21%. 
Expenses increased only 16% from $44 
million to $52 million. Net earnings 


after taxes increased 57% to $3.3 mil- 
lion, and allowed credits for deposits 
rose 34% to $6.3 million. 


Each of the various types of trust 
businesses conducted by these City 
banks, except estates, showed gains in 
net earnings in 1955 (after adjustment 
for deposit credits). The largest rise in 
dollar earnings occurred in corporate 
trust and agency accounts which pro- 
vided nearly 45 per cent of trust de- 
partment earnings for these City banks. 
Adjusted net earnings from _ pension 
trusts, however, recorded the largest 
year-to-year percentage gain. A substan- 
tial increase in allowed credit for de- 
posits in 1955 converted the loss on 
pension trusts into a gain that was more 
than double the adjusted net earnings re- 
ported for 1954. Adjusted net earnings 





TABLE I: Distribution (%) of Income, Expense, and Related Items for 76 Commercial 
Bank Trust Departments in New York and New Jersey, 1955* 
























































63 banks in New Jersey and New York State 
outside New York City 13 New York City banks 
with with 
total commissions and fees of: total commissions 
and fees of: 
Item Under $50,000 Over $50,000 
Trust departments with | Trust departments with 
Under $1 million 
Net profits| Net losses# | Net profits | Net losses## $1 million] and over 
Number of banks 11 15 24 13 5 8 
candid onie “asd faaa Priaks Per cent of total commissions and fees 
DS ok ke Sk ae ae we ee 44.0 28.3 23.6 27.7 4.5 6.8 
Pension and profit-sharing trusts. . . 6.3 0.6 2.4 3.7 2.2 5.1 
PTs 6200 6s 6 @ 8 96 34.6 49.2 42.2 39.8 9.0 18.6 
Dersemeh agencies. «2.0 tc ce 8 6-8 14.4 17.6 20.9 23.5 36.1 21.9 
a a a 0.1 1.7 1.5 0.5 12.5 5.0 
Corporate agencies . . ....-e.eces 0.6 2.6 9.4 4.8 35.7 42.6 
Me IES ko 6 oc. a, a ro 100.0 100.0 100.0 100.0 100.0 100.0 
Net earnings before income taxes ... . 23.1 - 28.9 18.4 - 26.0 - 23.0 10.3 
Net after taxes 12.3 - 13.5 10.2 - 12.1 - 10.2 4.7 
Allowed credits for depOsSits..«sceesseee 10.2 20.7 7.9 25.9 13.6 10.8 
P 
‘iin amano er cent of total expense 
Salaries and wages: 
Officers ..... ee ee ee 42.7 39.2 25.2 26.2 20.8 12.4 
PN. 66 6s oe 0 6 6 6 OS 20.8 22.4 35.5 30.1 41.7 50.9 
Pensions and retirements ....... 2.1 3.8 3.4 3.8 3.3 4.8 
Personnel insurance. . . . « « « « « « 1.0 1.6 1.4 1.6 22 1.3 
Other expense related to salaries. . 0.8 | 1.4 1.9 2 4.2 
Subtotal 67.4 68.1 66.9 63.6 69.2 73.6 
Occupancy of quarters. ......e-« 5.1 5.3 5.3 4.2 8.2 7-5 
Furniture and equipment. ....... i.7 1.3 2.0 2.23. 1.4 2.4 
Stationery, supplies, and postage. . . 2.8 2.3 3.2 2.5 2.8 2.2 
Telephone and telegraph. ...°'.... 0.7 1.0 0.9 1.3 ia 0.8 
Advertising. .... a a a a ee 2.5 3-5 2.0 2.2 0.3 0.5 
Directors' and trust committee fees. . 1.2 1.1 1.1 1.0 0.3 0.3 
Legal and professional fees. ..... 0.3 0.4 0.5 0.6 1.0 0.9 
Periodicals and investment services. . 1.8 2.3 0.7 2.6 0.9 0.3 
Examinations ..... Bid, Se ee ae 2.6 1.9 0.8 0.7 0.7 0.1 
Other direct expense . . . 2... 2 2.3 1.2 4.9 ax 6.3 2.1 
Total direct expense 88.4 88.4 88.2 83.5 92.2 90.7 
| 
Overhead 11.6 11.6 11.8 16.5 7.8 9.3 | 
Related items: 
Average rate allowed on deposit 
RUMEN ah kien 4 iieh a: mie: 6% 1.31 2.53 1.61 2.52 1.69 2.18 
Dollar amount of total commissions 
and fees (thousands) ........ $336 $338 $7,339 $1,895 $1,258 $48,215 
Dollar amount of total expense 
ee ee ee ere eee a $258 $436 $5,990 $2,388 $1,548 $43,244 
Average number of officers ..... .» 1.95 1.53 6.51 5.48 4.98 51.29 
Average number of employees. ..... 2.03 2.19 24.86 16.70 28.86 641.47 




















Note: Ratios are derived from aggregate dollar totals since the extreme range of some individval 


bank ratios would have biased average ratios unduly. 


# Before adjustment for deposit credits. 
* Includes one mutual savings bank in New 


Jersey. 
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from estates declined during 1955 be- 
cause commissions and fees earned re- 
mained virtually unchanged while total 
expenses allocated to this part of the 
business rose 11.6%. For all other types 
of trust operations, increases in expenses 
were more than offset by higher earnings 
and. in addition, the total of allowed 
credits for deposits rose 34%. 


Table III shows that salary expenses 
allocated to pension and profit-sharing 
trusts amounted to more than 83% of 
commissions and fees earned in these 
accounts, the highest percentage for any 
type of trust business and a higher pro- 
portion than in 1954, After allowance 
for deposit credits, net earnings amount- 
ed to 8% of income. Salary expenses 
allocated to estates rose sharply, from 
54% of commissions and fees in 1954 
to 77% in 1955, largely because of a 
decline of 20% in commissions and fees 
derived from these accounts. Adjusted 
net earnings from estates amounted to 
only 7.1% of commissions and fees, the 
lowest for any type of trust business. 
Other personal trusts, however, showed 
an increase in relative profitableness in 
1955, the net after deposit credits 
amounting to 12% of commissions and 
fees in 1955 compared with 9% in 1954. 

Expenses incurred in servicing corpo- 
rate trust and agency accounts generally 
accounted for a smaller proportion of 


total commissions and fees than personal 
accounts. ~ 


Banks Outside New York City 
The 52 banks outside New York City 





TABLE II: Income and Expenses by Type of Trust Account for Seven New York City 
Commercial Banks 


(Dollar amounts in thousands) 


Net 


Net earnings (adjusted for 


Commissions before Net allowed credits 
Type of account and fees income taxes after taxes for deposits) © 

Matates: 10s. 2 3,725.2 + 186.5 + 85.1 + 399.8 

oe a ere 3,717.0 + 547.2 + 237.7 + 466.1 

Per cent change ——— __ a 0.2 — 65.9 — 64.2 — 142 

Pension & profit-sharing 

tinusts: 1955 2,999.4. — 516.0 — 242.6 + 141.9 

re 2,427.2 — 461.3 — 2568 + 40.7 

Per cent change —..... + 23.6 # of + 248.6 

Personal Trusts: 1955 _ 12,657.7 +1,397.1 + 637.1 +1,952.3 

re 11,073.4 + 591.0 + 235.1 +1,183.5 

Per cent change _..... + 14.3 + 136.4 + 171.0 + 65.0 

Personal agencies: 1955... 15,187.0 + 1,781.3 + 833.9 + 2,846.3 

1954 __. 12,907.0 +1,355.0 + 695.8 + 2,236.4 

Per cent change _... + 17.7 + 315 + 198 + 27.3 
Corporate trusts & agencies: 

LL EE Senne ee, 24,273.7 +4,217.4 +1,948.8 + 4,250.4 

1994... ee eS 18,665.3 + 2,305.5 +1,171.3 + 2,872.8 

Per cent change + 30.0 + 82.9 + 66.4 + 48.0 

All trust accounts: 1955 _ 58,843.0 +7,066.3 +3,262.3 +9,590.7 

1954 __ 48,789.9 +4,337.4 + 2,083.1 + 6,799.5 

Per cent change —.._. + 20.6 + 62.9 + 56.6 + 41.1 


# Percentage change meaningless. 





that reported data for 1954 and 1955 
(Table 1V) earned approximately 65% 
of all the trust department commissions 
and fees received by banks in the sur- 
vey area outside New York City. They 
had net trust department earnings (after 
adjustment for deposit credits) of $1.5 
million in 1955 compared with $1.1 mil- 
lion in 1954, an increase of 42%. Trust 
department expenses increased 8% over 
the year before, while commissions and 
fees rose 14.1% and allowed credits for 


deposits were up 17.9%. Banks outside 
New York City with trust department 
incomes of less than $50,000 sustained 
net operating losses in both 1954 and 
1955, although these losses were sub- 
stantially reduced last year. In both 
years, however, allowed credits for de- 
posits converted operating losses to net 
gains. 

While in the New York City banks, 
corporate trusts and agencies accounted 
for about 45% of adjusted net trust de- 





TABLE III: Expenses as Percentage of Commissions and Fees of Five Large New York City Banks 


by Type of Account, 1955 






































Personal Trusts Corporate Trusts 
Item Pension and 
. profit- 
All trust sharing Personal Personal Corporate | Corporate 
accounts Total Estates trusts trusts agencies Total trusts* agencies* 
Expense 
Salaries: 
OPLAREOR eS iene: a4, 6 oa 11.0 15.6 24.6 17.5 16.2 11.8 5.8 13.5 4.3 
a 46.1 45.8 41. 53.5 43.0 47.6 46.3 36.7 47.6 
Expenses related to salaries 9.7 10.3 10. 12.2 9.9 10.0 9.0 8.9 9.0 
Subtotal 66.8 T.7 76.7 83.2 69.1 69.4 61.1 59.1 60.9 
Occupancy of quarters and 
i. i arr rr 9.2 8.6 8.6 9.5 8.0 8.8 9.9 9.5 11.1 
Other direct expense ...... 6.6 7-8 8.2 11.6 _7.5 1.0 5.4 1-4 4.6 
Jon ae gee ee saa a . 82.6 88.1 93.5 104.3 84.6 85.2 76.4 76.0 76.6 
URI ais. Ga sats 3Sts ee ge {2 7.9 6.8 6.6 8.2 8.3 6.3 4.3 3-5 
Total empense: «3 4 6.06% 89.8 96.0 100.3 110.9 92.8 93.5 82.7 80.3 80.1 
Trust department net earnings 
before income taxes. . .... 10.2 4.0 - 0.3 - 10.9 7.2 6.5 17.3 19.7 19.9 
Income tax charges (-) or 
credits (+) - 5.6 - 2.2 0 + 5.9 - 4.0 - 3.6 - 9.4 - 10.7- | - 10.8 
Trust department net earnings. . . 4.6 1.8 - 0.3 - 5.0 3.2 2.9 7.9 9.0 9.1 
Allowed credits for deposits ... 10.2 10.9 1.4 12.9 9.0 13.0 9.4 30.8 2-0 
Trust department net earnings 
(adjusted for allowed credits 
———for deposits)... + + + + + 14.8 92.7 sie! 19 12> 15.9 17.3 32.8 14.1 
Total commissions and fees 
ethers © apap $40,545 $21,632 $2,733 $2,349 $7,366 $9,184 $18,913 $1,929 _ | $10,210 




















* Four banks only; one bank was unable to report a breakdown of its corporate accounts, but its figures are included in the distribution for 


total corporate accounts. 
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partment earnings and personal agency 
accounts for an additional 30%, outside 
New York City personal trusts, particu- 
larly estates, were responsible for a 
larger proportion of net income. The 
largest percentage increase in trust de- 
partment commissions and fees in 1955 
in banks outside New York City was in 
pension and profit-sharing trusts. 


A A A 
Trusts Up 17% in Oregon 


The three State trust institutions in 
Oregon held a total of $21,258,576 in 
assets under administration at the 1955 
year-end, Superintendent of Banks A. A. 
Rogers reports. This compares with 
$18,124,124 at the end of 1954 and rep- 
resents a gain of 17%. The 1955 assets 
were divided as follows: 410 court trusts 
$5,323,268; 451 personal trusts $15.,- 
230,477; 41 corporate trusts $704,830. 
Earnings of these trust departments in 
1955 aggregated $209,548 gross and 
$48,088 net. 


A AA 


Trust Company Conducts 
*“‘Business as Usual’’ 


While Moving 


Trust and banking customers of Fidel- 
ity Union Trust Co., Newark, N. J., 
will be able to do business at the bank’s 
main office throughout the various stages 
of one of the most complicated moves in 
banking history. It all comes about be- 
cause Prudential Insurance Co. of 
America — owner of the bank’s main of- 
fice — decided to raze its present struc- 
ture and create a new $20,000,000 office 








TABLE IV: Income and Expense of 52 Trust Departments in New Jersey 
and New York Outside New York City 


(Dollar amounts in thousands) 


By size of trust department income — total 
commissions and fees of: 


Under $50,000 Over $50,000 Total 
(24 banks) (28 banks) (52 banks) 
Per cent Percent Percent 
Item 1954 1955 change 1954 1955 change change 
Commissions and 
fees from: 
OR ho 164.9 2148 +303 1,781.1 1,895.9 + 64 + 85 
Pension and profit- 
sharing trusts —_. Zit Zoa + 7.4 156.0 209.4 + 34.2 + 31.0 
Corporate and Per- 
sonal Trusts 295.3 2582 —126 2,583.4 2,9965 + 160 + 13.1 
Corporate and Per- 
sonal Agencies _.. 139.7 1169 —16.3 1,868.7 2,285.2 + 223 + 19.6 
Total income_ 621.6 613.2 — 14 6,389.2 7,387.0 + 156 + 141 
Total expense : 733.6 6422 —125 6,166.1 68072 +104 + 8.0 
Net earnings before 
income taxes __. —112.0 — 29.0 223.1 579.8 +1599 +395.8 
Net earnings after 
fares oC = SL =| NS 144.7 Stik +160.6 + 292.3 
Allowed credits for 
deposits « 85.0 101.0 +18.8 873.1 1,028.3 + 17.8 + 17.9 





center. Fidelity Union likes its present 
location, and has developed plans in co- 
operation with Prudential under which 
the bank can retain the use of a good 
part of its present building while razing 
and building are going on. Ultimately it 
will move to a new 17-story, air-condi- 
tioned building next door (across the side 
street) to be built by Prudential. 


Here is how the plan is working out: 
Five departments moved to temporary 
quarters four blocks away on the week- 
end of May 5-6 and were ready to start 
business again on Monday morning, in 
spite of having to move heavy machines 
and make electric connections. This in- 
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volved 115 members of the bookkeeping, 
proving and transit, analysis, central file 
and time sales departments, and made 
possible the beginning on the portion of 
the building to be razed immediately. A 
second move in June transferred to other 
temporary quarters more vf the time 
sales division. The bank’s own vault was 
moved to a new location in the present 
building. Other transfers will take place 
over the next few years as construction 
proceeds. 


By means of these moves, and the 
months of planning that preceded them, 
Fidelity Union has made it possible for 
trust services, deposits, withdrawals, 
checking and loan services to continue in 
the same building that has housed the 
bank since the merger of Fidelity Trust 
Co. and Union National Bank on January 
1, 1921. The safe deposit vault also re- 
mains available to customers at the old 
address until the new building is com- 
pleted. 





Moving office machines to temporary quar- 
ters of Fidelity Union Trust Co. 
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Continental Illinois National Bank 
and Trust Company of Chicago 


BOARD OF 
DIRECTORS 


WALTER J. CUMMINGS 
Chairman 


J. Q. ADAMS 
Real Estate 


CARL A. BIRDSALL 
President 


CHAUNCEY B. BORLAND 
Managing Owner, Borland 
Properties 


CHAMP CARRY 
President, Pullman Incorporated 


ALFRED COWLES 


Cowles Properties 


D. A. CRAWFORD 
Retired 


EDWARD A. CUDAHY 
Chairman of the Board, The Cudahy 
Packing Company 


JOHN F. CUNEO 
President, The Cuneo Press, Inc. 


CALVIN FENTRESS, JR. 


President, Allstate Insurance Company 


LAWRENCE P. FISHER 
Director, General Motors 
Corporation 


CHARLES Y. FREEMAN 
Director 

Commonwealth Edison Company 
WILLIAM A. HEWITT 
President, Deere & Company 
JOHN HOLMES 

Chairman of Board 

Swift & Company 


THEODORE V. HOUSER 
Chairman of the Board 
Sears, Roebuck and Co. 


JAMES R. LEAVELL 
Banker 


WILLIAM H. MITCHELL 
Partner, Mitchell, Hutchins & Co. 
ROBERT H. MORSE, JR. 
President, Fairbanks, Morse & Co. 
PETER V. MOULDER 

President 

International Harvester Company 


H. A. SCANDRETT 


Railroad Executive, retired 
FRANK F. TAYLOR 


Banker 


HERMAN WALDECK 


Banker 
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Statement of Condition 


JUNE 30, 1956 














RESOURCES 

Cash and Due from Banks.............. $ 641,420,017.37 
United States Government Obligations... _717,737,567.82 
Other Bonds and Securities.............+. 183,981,311.81 
Loans and Discounts......cceccccccccses 1,055,740,479.12 
Stock in Federal Reserve Bank.......... ; 6,450,000.00 
Customers’ Liability on Acceptances..... 1,733,781.57 
Income Accrued but Not Collected...... ; 8,241,416.75 
rT rr 7,650,000.00 

$2,622,954,574.44 

LIABILITIES 

Rc tintckertenesannnanes stig Reaieaen $2,359,987,255.71 
DOOUNEOR 6 isk as icdrcacvesreiasadeden 1,791,266.04 
Dividend Payable August 1, 1956......... 2,700,000.00 
Reserve for Taxes, Interest, and Expenses. 10,091,522.00 
Reserve for Contingencies...........+. ie 18,106,357.54 
Income Collected but Not Earned....... ; 2,221,417.17 
Capital Stock (2,700,000 shares. Par value $334) seeeees 90,000,000.00 
I cca ccescccenscecosscccedsccenscee — Le 
eed Peincca cos c cance sesesecsas 13,056,755.98 

$2,622,954,574.44 








United States Government obligations carried at $335,300,539.27 
are pledged to secure public and trust deposits and for other 
purposes as required or permitted by law 


LA SALLE, JACKSON, CLARK AND QUINCY STREETS 
LOCK BOX H, CHICAGO 90, ILLINOIS 


Member Federal Deposit Insurance Corporation 
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A. 1B. ELECTS TWO CLARKS AT 54th MEET 


ERoY S. CLARK, vice president of 

Marine Midland Trust Co. of New 
York, was elected president of the Amer- 
ican Institute of Banking at its 54th an- 
nual convention held in Dallas early in 
June, with an attendance exceeding 
1,500. George Clark, assistant vice presi- 
dent of Farmers and Merchants National 
Bank of Los Angeles, won the vice presi- 
dency over J. Albert Cairns, trust officer 
of Fidelity-Philadelphia Trust Co. This 
section of the American Bankers Asso- 
ciation, with a record membership of 
more than 127,006 bank personnel, is 
the world’s largest adult educational in- 
stitution. As of May 31, there were 
68,599 enrollments in classes throughout 
the country. 


Next year’s meeting on May 27-31 
will go back to Richmond, Va., after 44 
years, with Edward A. Wayne, first vice 
president of the local Federal Reserve 
Bank, as general chairman of the Con- 
vention Committee. 


The first “Harold Stonier Award,” 
presented in honor of the former na- 
tional educational director of the A.I.B. 
and former executive vice president of 
the A.B.A. who is now dean of the Grad- 
uate School of Banking, was bestowed 
on A. F. Shepardson, assistant credit of- 
ficer of Bank of America N.T.&S.A., Los 
Angeles, as the student with the highest 
average grades who received his Insti- 
tute Graduate Certificate during the past 
year. 


In his report as retiring president, 
Bernard J. Lunt, assistant vice president 
of Fort Worth National Bank, remarked 
on the emphasis given during his admin- 
istration to special courses, citing the 
help which such law courses as escrows, 
wills and estates can offer in training 
trust department officials. A number of 
the 465 chapters and study groups of the 
Institute are using these special courses 
to supplement the regular curriculum 
and meet local needs. 


The educational programs for senior 
bankers should be studied and developed 
to their fullest extent, Fred F. Florence, 
president of the A.B.A. and of the Re- 
public National Bank of Dallas, told the 
general convention. There may be a 
need for a considerably larger number 
of seminars on a state or regional basis. 
Programs of this type are difficult to 
establish and operate, but it should be 
done, and done intelligently, thoroughly 
and constructively. 
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Leroy S. Clark (left) newly elected presi- 
dent of American Institute of Banking, and 
George Clark, incoming vice president. 





The Association’s policy toward bank- 
ing education, he said, is first to recog- 
nize its importance and second to estab- 
lish itself only those programs that 
clearly can best be served at the national 
level. The Association is aware of the 
responsibilities of others in this field, 
and of their achievements, both as to 
regional, state and specialized schools, 
and as to the local leadership in AIB. 


From the standpoint of a bank’s man- 
agement, the educational programs of 
organized banking may be regarded as 
external aids to its internal development 
program. They are not a substitute for 
an adequate on-the-job program any 
more than they are a substitute for any 
other part of the bank’s personnel policy. 


Trust Business and Investments 


In traditional pattern, the convention 
was divided into separate conferences 
devoted to a special area of banking. 
Three papers were presented at the Trust 
Business and Investments session, which 
was presided over by William C. Way, 
vice president of Central National Bank 
of Cleveland and a former A.I.B. presi- 
dent. 


The trust business is now ready for its 
fourth period of merchandising — that 
of comprehensive estate planning, ac- 
cording to William R. Spinney, assistant 
trust officer and manager, Estate Plan- 
ning Department, Title Insurance & 
Trust Co., Los Angeles. He described 
the previous three periods as the mass 
production period, when the theory was 
that trust services were good for every- 
body; the life insurance trust period; 
and the branch manager, teller or leg- 
man period. The majority of trust insti- 
tutions are still in this third period, he 
said. 


The new era of comprehensive estate 
planning will require adequate talent, 
with adequate salaries, and adequate 


titles. There must be an accounting sec- 
tion to do the necessary pencil work. 
The best tax services and magazines 
must be available, and there must be 
access to a general law library. More- 
over, the estate planners. must be able 
to work in real cooperation with attor- 
neys, life underwriters and accountants, 
in each case bringing them closer to 
their clients instead of causing them to 
lose clients. There are two keys to this 
attitude. One is to provide the other pro- 
fessional groups with as much _ back. 
ground assistance as possible. The other 
is to conduct conferences at the trust 
department. at which nobody is to do 
any selling, but strictly for the enlighten- 
ment of the prospect. 


“Estate planning has complications 
which it is surprising laymen property 
owners grasp as well as they do,” Mr. 
Spinney observed. “It is desirable that 
they get a very comprehensive grasp of 
what they are doing and why they are 
doing it. Otherwise they will either take 
no action, or having taken it, will cool 
on what they have done, or undo it, or 
fail to keep it current in the future. If 
this grasp of the problems involved, and 
the means of alleviating or solving them, 
can be gotten to the property owner be- 
fore he sits in a conference, he will be 
able to be much more cooperative and 
his advisers will have a much easier time 
serving his interests.” 


As for the costs of creating and main- 
taining an adequate estate planning de- 
partment, Mr. Spinney said the results 
should justify the expense.+ “A better 
quality of business definitely will be se- 
cured, it will stay on the books better, 
a larger volume will be secured, and it 
will not be necessary for so many trust 
institutions to resort to their present, 
widely prevalent method of cutting fees 
in order to secure business. Trust fees 
are inadequate and have not kept pace 
with increasing costs, but it takes some- 
thing besides legmen to have the ability 
to tell a customer that, and to insist on 
getting the fee schedule publicly an- 
nounced by the trust institution.” 

In the opinion of John H. McGinnis. 
trust officer of Republic National Bank 
of Dallas, economic portents spell in- 
vestment caution but no intimation of 
impending disaster. Analyzing the sev- 
eral possible vulnerable spots, he found 


+For a detailed exposition of his views on this 
subject, see Mr. Spinney’s article: in April 1956 
T&E, p. 320. 
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that construction and allied lines re- 
mained sound overall, with the commer- 
cial end good and residential activity 
lower while the much-discussed motor 
industry should turn in its third best 
year, only in actuality unfavorable when 
stacked against the 1955 record. Con- 
sumer credit debt increase has been 
tapering off but this the speaker regard- 
ed as favorable inasmuch as it “repre- 
sents a financial housecleaning placing 
the consumer in position to undertake 
wisely other obligations later in the 
year.” The farm problem hardly ap- 
pears serious enough to trigger a gen- 


eral business decline and the farmer’s 
lot “in terms of income and equity in 
his farm is still very favorable by his- 
torical standards.” International ten- 
sions or disruption of the confidence 
engendered by the Eisenhower Admin- 
istration could retard the business pace 
also, 

Mr. McGinnis viewed the stock mar- 
ket as having caught up with earnings 
and dividends so that “prices and in- 
vestment worth are coinciding very 
neatly.” Positions deserve some diligent 
scrutiny because erroneous judgments 
are unlikely to be glossed over by a gen- 


erally higher appraisal of earnings and 
dividends and only well managed units 
will remain competitive. No retreat from 
basic equity positions is advocated ex- 
cept where valor should be tempered 
with judgment, either in portfolio com- 
position or analysis of the company’s 
background. In investing lump sums not 
subject to periodic accretion, the speak- 
er urged deliberation in making commit- 
ments, with preference for the oils, utili- 
ties and chemicals, with a sprinkling of 
bank and insurance equities, foods and 
retail trade. Preferred stocks, in spite 
of their detractors, offer some yield 
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Statement of Condition, June 30, 1956 


ASSETS 


CASH ON HAND AND DUE FROM BANKS 


UNITED STATES GOVERNMENT SECURITIES . 


STATE, MUNICIPAL AND OTHER 
PUBLIC SECURITIES 

OTHER MARKETABLE SECURITIES 

LOANS AND DISCOUNTS . 

CUSTOMERS’ LIABILITY ON ACCEPTANCES 

OTHER ASSETS . ... 


LIABILITIES 


DEPOSITS 


ACCEPTANCES: LESS AMOUNT IN PORTFOLIO . 


ACCRUED INTEREST, EXPENSES, ETC. 
RESERVE FOR CONTINGENCIES . 
CAPITAL . «§ « «© ww (tS 


SURPIUS:: . . «© «© « & 


2,000,000.00 
12,525,283.54 


$ 49,029,905.89 
41,987,687.82 


37,701,852.40 

6,856,995.41 
72,479,773.87 
16,033,886.21 
1,139,554.68 


$225,229,656.28 





. $191,076,913.10 
17,625,299.70 
502,159.94 
1,500,000.00 


14,525,283.54 





As required by law $1,000,000 U.S. Government Securities are pledged to secure public deposits. 


sioner of Banks of the Commonwealth of Massachusetts. 


Licensed as Private Bankers and subject to examination and regulation by the Superintendent of Banks of the State of New York 
and by the Department of Banking of the Commonwealth of Pennsylvania. Subject to supervision and examination by the Commis- 


$225,229,656.28 











Inquiries are invited from Trust Officers with regard to our 
Investment Advisory and Brokerage facilities. 
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advantages around 4% to both personal 
and pension accounts. 


The bond market has presented a 
buyer’s paradise for the first half of 
1956 but signs now indicate the possi- 
bility of a low point around current 
levels, probably more certainly because 
of an election year and wrangling among 
monetary commentators which may re- 
sult in no more credit tightening now. 
Mr. McGinnis said that maturities in 
pension and profit-sharing accounts had 
been staggered with anticipated needs 
while in other accounts not so situated 
preference has been on the short end 
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because the yield spread has been in- 
sufficient to justify long bonds. 


Pension and profit sharing trust busi- 
ness, which has increased from almost 
zero to many billions of dollars, still has 
an enormous growth potential, with only 
one-fifth of the present working force 
covered by plans, in the opinion of Ro- 
bert S. Swaim, vice president of The 
First National Bank of Chicago. Retrac- 
ing the developments in the theory and 
adaptations of employee benefit pro- 
grams*, Mr. Swaim described this as 
a classification of trust business that is 
“dynamic in its ability to meet the 
changes demanded by a growing and 
progressive economy, and progressive 
thinking in the field of employee rela- 
tions.” 


As these are accumulating trusts, 
growing annually, their average size 
after a few years is rather substantial, 
and the continuous flow of new funds 
for investment provides the opportunity 
to apply in substantial degree the theory 
of dollar averaging, the speaker ob- 
served. There are other favorable as- 
pects of pension and profit sharing busi- 
ness; “Personal contacts are almost en- 
tirely confined to our dealings with cor- 
porate officers or members of the pen- 
sion committee, so there is a minimum 
of time-consuming contact work with 
individual beneficiaries. We expect these 
trusts to be a permanent part of the 
employer’s personnel policies, and there- 
fore they can generally be considered 
long term appointments. The retirement 


*See Mr. Swaim’s paper in March 1956 T&E, p. 
233. 


program is usually very dear to the 
heart of the executives, and our ability 
to participate in it contributes enor- 
mously to an intimate banking-customer 
relationship.” 


Remarking that trust departments 
should not inject themselves into the 
formulation of pension plans as disting- 
uished from the administration of the 
trust, the speaker asserted that as part 
of a personnel program the plan should 
be determined by the employer or a re- 
tirement committee, covering particular- 
ly such matters as eligibility, continuity 
of service, maturity and amount of bene- 
fits. In discussing the various kinds of 
employee benefit plans, Mr. 
echoed the enthusiasm of the many em- 
ployers with whom he has met for profit 
sharing plans. A principal reason for 
their popularity is their versatility, he 
said, citing the possibility of including 
immediate reserves available to the em- 
ployee for a wide variety of purposes, 
provisions for death benefits, severance 
benefits, purchase of company stock 
(under contributory plan), loans privi- 
leges, and supplemental compensation 
during unemployment periods. 


Swaim 


With proper planning and intelligent 
and courageous 
business can continue to provide a 
profitable source of business to trust 
departments,” Mr. Swaim concluded. 


A A A 


@ The Executive Committee of the Trust 
Division, American Bankers Association, 
has given permission to Committee on 
Trust Information to change its name to 
Committee on Relations with the Public. 
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First Choice for Trust Service 
in Missouri 


The St. Louis Union Trust Company engages only in the trust busi- 
ness. It does no banking business. It accepts no deposits subject to 
check. It is the largest stockholder of the First National Bank in 
St. Louis, with which it is affiliated. It is the oldest trust company in 


We suggest consideration of our Company for ancillary service in 
Missouri or where recommendations are to be made to people moving 
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St. Louis Union Trust Company 
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IRVING TRUST COMPANY 


NEW YORK 


STATEMENT OF CONDITION, JUNE 30, 





ASSETS 
Cash and Due from Banks : . .$ 437,145,535 
Securities: 

U. S. Government Securities . . . 347,009,250 

Securities Issued or Underwritten 
by U. S. Government Agencies . 38,996,511 
Stock in Federal Reserve Bank . . 3,150,000 
Other Securities ......... 4,530,098 
393,685,859 


Loans: 


Loans Guaranteed or Insured 

by U. S. Government 

ow ite Agemeies . 2 ww tt ts 59,993,998 
Loans Secured by 








U. S. Government Securities . . 10,334,042 
Ce SO gk kk ee 696,318,871 
766,646,911 
Mortgages: 
U. S. Government Insured 
F.H.A. Mortgages .. . _ 20,859,135 
Conventional First Mortanges 
om Meal Hatate .....:. 2 «ss 1,921,136 
22,780,271 
Banking Houses be Sy Re ie ie 16,735,355 
Customers’ Liability for 
Acceptances Outstanding .... 33,610,925 
Accrued Interest and 
ee Oc 6 me ew ee oes 5,905,379 





Tee BO 4 kc cs Ke HO $1,676,510,235 





LIABILITIES 
Deposits... . oo « « o BL AG2 755,232 
Taxes and Other Eapenees ee eat 11,350,305 
Dividend Payable July 2, 1956 ... 2,000,000 


Acceptances: Less Amount in 
I. 6 6 ke ee 


‘ : 36,037,445 
OGher ijabilities.. . ... i % . 








‘ 6,356,331 

Total Liabilities . ....... 1,548,499,313 
CAPITAL ACCOUNTS 

Capital Stock (5,000,000 shares—$10 par) 50,000,000 

Surplus eS ee ee 55,000,000 

Undivided Profits ee er ee ee 23,010,922 

Total Capital homede. a 128,010,922 





Total Liabilities and 


Capital Accounts . . . $1,676,510,235 





U. S. Government Securities pledged to secure deposits of public 
monies and for other purposes required by law amounted to 
$89,430,634. 
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PENSION and PROFIT SHARING DIGEST 


HILARY L. SEAL 


Morss, Seal & Bret; Lecturer in Statistics, Yale University 


MORTALITY — THE PAST AND THE FUTURE 


dinburgh, June 16 — DURING THE 
E past week The Faculty of Actuaries 
in Scotland has been celebrating its cen- 
tenary. Although most of the week’s 
events have been of a social nature — 
a pleasure trip down the Clyde, a recep- 
tion by the mayor of Edinburgh, and so 
on — two mornings were set aside 
_specifically for “business meetings,” the 
first of which might well have been held 
with U. S. pension planners in mind. 
For at this meeting a printed paper by 
R. L. Gwilt entitled “Mortality in the 
Past Hundred Years” was discussed by 
actuaries of various nationalities, among 
them several Americans. 


At the outset, it is necessary to explain 
what an actuary means when he says 
that the rate of mortality of a given 
group, for example, males aged 30 em- 
ployed on clerical work on the North- 
Eastern seaboard of the United States, 
is 1 per 1000 (ie., .001) per annum. 
At first sight it seems to imply that if 
the actuary observed, say, 5000 cleri- 
cal males aged 30 for a whole year he 
would find that 5 of them had died by 
the end of that period. Such a prognos- 
tication is very likely to be incorrect. 


But in fact the actuary is implicitly 
thinking in terms of a large roulette 
wheel divided into 1000 equal sectors 
only one of which is marked “death.” 
The observation of 5000 individuals, 
each supposedly subject to a .001 mor- 
tality rate, is then exactly equivalent to 
the spinning of this special roulette 
wheel on 5000 separate occasions. The 
number of “death” sectors which “win” 
in these 5000 “games” represents the 
number of deaths that might be recorded 
as the result of observing 5000 individ- 
uals for a year. 


It is seen at once that, with 5000 in- 
dividuals each subject to a mortality 
rate of .001, the number of deaths ob- 
served could easily be 0, 1, 2, 3, 4,... 
or, in fact, any number up to 5000, 
though this last “possible” result is as- 
tronomically improbable. Nevertheless, 
if this 5000-fold observation is repeated 


628 


~*~ 


again and again the average number of 
deaths resulting is likely to be pretty 
close to 5. This, then, is what the actuary 
is thinking of when he refers to a mor- 
tality rate of .0O1. 


Each mortality table that actuaries 
have prepared is basically nothing more 
than a series of age-specific mortality 
rates extending from some young age 
(say, 19 in the case of the male cleri- 
cal) to the limit of life. These tables 
are all hypothetical in the sense that 
when the tabular rates are applied to the 
observed lives (e.g., the 5000 thirty- 
year-old individuals) they almost never 
reproduce the actual number of deaths 
recorded. The original series of “crude” 
death rates (for example, if four deaths 
had been recorded among the 5000 lives 
the observed mortality rate would have 
been .0008 in comparison with the tabu- 
lar rate of .001) has thus been smoothed 
out before being denominated a “mor- 
tality table.” 


This discussion leads directly to the 
explanation of an actuarial paradox. If 
an individual buys 10-year term insur- 
ance his premium is based on mortality 
table A which, we will suppose, shows 
his mortality rate to be .002 at age 30. 
If the same individual simultaneously 
buys a deferred annuity, his premium 
may well be based on mortality table B 
which gives him a .001 chance of dying 
at age 30. How can this individual have 
two different mortality rates at age 30? 


The answer is, of course, that no one 
individual has a mortality rate on his 
own. It is only when he is considered as 
one of a group of like individuals that 
he can be ascribed an appropriate rate. 
Thus, when he is seeking term insurance 
he must be classified as one of a group 
that past experience has shown to suffer 
a mortality twice as heavy as that of 
applicants for deferred annuities. In 
other words, the individual’s mortality 
rating depends essentially on the in- 
formation available at the time he is 
classified. And we note in passing that 
if there were a whole group of people 


who always effected 10-year term insur- 
ances at the same time that they pur- 
chased deferred annuities a special table, 
mortality table C, could be constructed 
for them. 


This double or triple classification of 
individuals to produce very different 
mortality rates is illustrated by figures 
quoted at the Faculty centenary. Town 
dwellers have always suffered much 
heavier mortality than people living in 
the country. Today the urban mortality 
rates are about 50% higher than those 
of country districts and a hundred years 
ago the excess (in England and Wales) 
was about 100%.* And, in the U. S.., 
geographical differences also play a 
great part — as was emphasized by Mr. 
J. T. Phillips of the New York Life. The 
lowest mortality in the States is that of 
Minnesota and Dakota where (pace Mr. 
A. C. Webster of The Mutual of N. Y.) 
it is coldest — and there are less auto- 
mobiles. 


Another example is provided by the 
American Cancer Society’s dichotomiza- 
tion of (interviewed) males into smokers 
and non-smokers. In the three or four 
years since the individuals were thus 
classified the smokers’ mortality has 
been about double that of non-smokers. 
Still another example — a very familiar 
one — is the distinction between male 
and female mortality. At age 30 U. S. 
white males suffer a mortality rate high- 
er by about two-thirds than the corre- 
sponding female rate. 


When we come to analyze the deaths 
according to cause, even more notable 
differences emerge. It will surprise none 
of us to learn that the death rate from 
automobile accidents in the U. S. (2.3 
per 1000) is higher than anywhere else. 
And we have all read that in the Ameri- 
can Cancer Society’s smoking study the 
vast bulk of the deaths from lung cancer 
were heavy smokers. Yet, as Gwilt points 
out, the death rate from lung cancer in 


*We note that a man’s “mortality rate’ ‘hus 
changes according to whether he is considered as 
a “man” or as a “countryman.” 
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England and Wales is about double that 
in the U. S. even though the overall mor- 
tality rate in the fifties and sixties is 
very similar in those two countries — 
and smoking habits do not seem to differ 
overmuch. And, even more confusingly, 
the lung cancer death rate in Norway is 
little more than one-tenth what it is in 
England and Wales (G. Trier). Finally, 
as P. R. Cox told us, studies in France 
have revealed a definite relationship be- 
tween alcoholism and death from can- 
cer. The case of the heavy-smoking alco- 
holic living in England is indeed ser- 
ious! 

In view of the mortality differences 
between individuals living in towns and 
cities and those in the country, between 
smokers and non-smokers, between 
drinkers and non-drinkers, and so on, 
we must expect differences between the 
(age and sex-specific) mortality rates 
of the populations of the U. S. and the 
various countries of Europe. Some of 
these differences may be ascribed to a 
slower acceptance of improvements in 
medicine and sanitation. For example. 
France’s male death rate of 2.6 per thou- 
sand in the early thirties is to be com- 
pared with Sweden’s rate of 1.6 per 
thousand or that of 2.1 per thousand in 
the United States — the latter rate being 
unduly swollen by automobile deaths as 
already noted. 


But it is not easy to account for the 
relatively large advantage enjoyed by 
the males of Norway (and to a lesser ex- 
tent those of the Netherlands and Den- 
mark — but not of Belgium which ad- 
joins them!) in their late sixties and 
early seventies — the important pension 
ages — in comparison with those of the 
U. S. or of England and Wales. The 
following figures from Gwilt’s Table 3 
illustrate this remark. It would be spe- 
cious to argue that the mortality at these 
ages in England and the United States 
will. one day, “improve” at least to the 
level presently enjoyed by the Norwe- 
gians. For there may be inherent social 
or climatic differences to prevent this 
desirable improvement. 


Male Mortality rates per 1000 
in 1949-51 
U. S. England 
(White, and 


Age Group 1949) Wales Norway 
65-69 43.1 44.8 25.2 
(0-74 62.5 69.0 41.5 


The foregoing discussion shows how 
Very \ittle the actuary knows about mor- 
tality after more than two hundred years 
of study. After reviewing the trend of 
Mortality rates over the past 100 years 
— as Gwilt does in his paper for six dif- 
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ferent European countries — all he can 
say is that it looks as if mortality will 
continue to decrease though the outlook 
is not so bright since the virtual elim- 
ination of most of the infectious diseases. 
As M. E. Davis of the Metropolitan 
pointed out, 5 in every 9 deaths in the 
U. S. are due to cardiovascular-renal 
diseases, 2 are due to cancer and one is 
accidental. Any substantial improvement 
in mortality must therefore come from 
medical advances in the treatment of 
cancer and the heart diseases. But many 
cancer patients are advanced in years so 
that the complete elimination of this dis- 
ease would only result in a small im- 





OPENING OF 
WORLD-FAMOUS 
LOS ANGELES COUNTY 

MUSEUM 


The Los Angeles County Museum, 
world-famous for its exhibits of art, 
natural history—and especially of 
early California—was opened to the 
public October 16, 1913. One of 
its main attractions is a reconstruc- 
tion of Pleistocene life remains re- 
covered from the Rancho La Brea 
tar pits in Los Angeles. 

When the Museum was opened, 
this Bank’s Trust Department al- 
ready had been serving Southern 
Californians for a decade. 





provement in an individual’s life expec- 
tancy. 

Remembering that differences within 
groups of people commonly aggregated 
(e.g., smokers and non-smokers) are 
often as great as the differences between 
those same groups 100 years apart, can 
anything be deduced about the likely 
future mortality of pensioners in the 
U. S.? If we take a 3% annuity value 
at age 65 as our criterion we might argue 
as follows. First select the present-day 
mortality table that best suits the group 
of individuals with whom we are deal- 
ing — for example, based on 1953-55 
mortality of “salaried” pensioners from 
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a large firm located in New Jersey. Then 
the most optimistic view of mortality 
improvement would be equivalent to a 
valuation using this present-day mortal- 
ity and 2% interest instead of the 3% 
we are supposing the trust fund (or in- 
surance company) to earn. A more mod- 
est — and ,in our view, more realistic — 
forecast of mortality after age 65 would 
result in the use of a 214% interest rate. 


In other words, we suggest that ob- 
scurity about the future of mortality 
improvement after age 65 is about the 
same as a 14% indecision about the 
future interest yield. If we are making 
“reasonable” (as opposed to “guaran- 
teed”) estimates of the costs of future 
pensions we must thus be “half-cautious” 
about both our mortality and interest 
assumptions. 


PENSIONS FOR SELF-EMPLOYED 


ARIOUS BILLS HAVE BEEN INTRO- 
duced in Congress in recent years 
to enable self-employed individuals to 
“tax deduct” the savings they set aside 
to provide eventual retirement income. 
None of these bills has been successful. 


In the first place, employees who pres- 
ently contribute to their company’s pen- 
sion plan are required to make these 
contributions from income that has al- 
ready been taxed. We recently came 
across a pension plan in which employee 
contributions on compensation in excess 
of $5,000 a year amounted to 714% of 
such excess. As the president of that 
company ruefully admitted, his 714% 
contribution was the equivalent of about 
a 21% “tax deductible” contribution. It 
is obvious that a change in the tax law 
to make employee contributions tax-de- 
ductible would be very costly to the 
federal government. For although rela- 
tively few of the pension plans now being 
established call for employee contribu- 
tions, many of the large existing plans 
require such contributions. Yet how 
could the government make the retire- 
ment-income savings of the self-em- 
ployed tax-deductible and require em- 


ployees to make their contributions out 
of income that has already been taxed? 


The second problem raised by making 
the “pension savings” of the self-em- 
ployed tax-deductible relates to the tax- 
ability of the interest earned on such 
savings. It seems doubtful whether Con- 
gress would authorize a tax-free trust 
fund which could be set up to receive 
the contributions of all and sundry. 
Against this is the well-known fact that 
insurance companies have to pay income 
tax (at a low rate) on the earnings of 
their annuity funds. In other words, any 
new law permitting the tax-deductibility 
of the pension savings of the self-em- 
ployed would need to be carefully recon- 
ciled with existing laws on the taxability 
of the funds that would be used to ac- 
cumulate these savings. A recent pro- 
posal to exempt from income tax the 
interest yield of Group Annuity reserves 
was defeated because (we understand) 
of the resulting loss of revenue to the 
federal government. 


The last reason for the government’s 
hesitation in freeing the pension savings 
of the self-employed from taxation is, 
of course, the immediate loss of revenue 
it would entail. Although the pension 
payments derived from the accumula- 


tion of these savings would be taxable 


when paid, it would be a good many 
years before the gap thus created would 


be filled. 


It is interesting to note that two of 
the points mentioned above had no ap- 
plication in England where the 1956 
Finance Act has permitted the tax-deduc- 
tibility of 10% of an individual’s net 
earnings in any year — with a maxi- 
mum of $1,400 and a spreading provis- 
ion allowing for more than 10% on a 
rising income. For in that country em- 
ployee contributions to a company pen- 
sion plan have been deductible for many 
years and the annuity funds of life insur- 
ance companies have been essentially 
free of income tax. The only problem for 
consideration was thus the immediate 
loss in tax revenue. 
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Participating employees ___. 
Total number employed 

Disapproved 

Terminations eh Dorie sae ee 
Closed without issuance of letter 





BOX SCORE ON IRS DETERMINATIONS ON EMPLOYEE BENEFIT 
PLANS IN FIRST QUARTER OF 1956 


....------- 30,326 


Pension 
Profit- or Stock 

sharing annuity bonus Total 
498 819 5 1,322 
93,836 44,734 168,896 
85,684 233,823 195,530 515,037 
5 3 — 8 
22 51 — 73 
16 a1 a 37 
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Trends in Industrial 
Retirement Plans Studied 
American pension plans are providing 

more generous retirement benefits for 
employees, according to the 1956 “Study 
of Industrial Retirement Plans,” pub. 
lished by the Corporate and Pension Di- 
vision of Bankers Trust Co., New York. 
The sixth of a series of studies that he- 
gan in 1944, the current edition covers 
the three year period from 1953 through 
1955, and 116 different industries 
throughout the United States, represent- 
ing 4,000,000 employees, or one-third 
of all employees currently covered by 
pension plans. The 177-page study re- 
veals these developments: 
e More than half of the plans 
studied had been changed during the 


period to allow for larger benefits for 
employees. 

e Age 65 continues to be the normal 
retirement age most commonly used 
for both men and women. Very few 
plans extended the normal retirement 
age beyond 65. On the other hand, 
many plans which previously retired 
women at age 55 or age 60 now per- 
mit them to continue in service to age 
65. 

e Fewer plans now require employ- 
ees to contribute towards the cost of 
the plan. 

e More plans have either elimi- 
nated or have liberalized their limita- 
tion on maximum pensions. 


a £@ & 


Bank of America Establishes 
Commingled Pension Funds 


Two commingled funds for the invest- 
ment of moneys from pension and pro- 
fit sharing plans have been established 
by Bank of America, San Francisco. 
One fund is for fixed income invest- 
ments and the other for common stocks. 
These funds are tax exempt, and are 
designed especially to meet the needs of 
employers with small or medium sized 
groups of employees. The double-bar- 
reled investment arrangement is said 
to be the first of its kind to be estab- 
lished on the Pacific Coast. 


A A A 
PENSION FUND MERGER 


@ A plan is under consideration to merge 
the 134 welfare and pension funds of 
the International Ladies Garment Work- 
ers Union into one giant fund. Such 4 
move would permit standard benefits to 
all 445,093 members and would protect 
their rights if they moved from one 
area of the garment industry to another. 
The industry includes more than 1:,000 
firms in 300 cities, and there are over 
$180 millions in the reserves of pension 
and welfare funds. 
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CHEMICAL 
CORN EXCHANGE 


BANK 


165 Broadway, New York 


Condensed Hlatement of Condition 


At the close of business June 30, 1956 


ASSETS 
Cash and Due from Banks . $ 718,345,208.52 
U.S. Government Obligaticns .. 497,202,923.29 
State, Municipal and Public Securities 265,913,912.51 
Other Bonds and Investments ... 13,130,672.80 
Loans ..... . . . . 1,468,719,423.21 
Banking Premises and Equipment . 14,445,061.50 


Customers’ Liability on Acceptances 45,056,839.02 
Accrued Interest and Accounts 

















Receivable ...... . 7,920,509.67 
Other Assets . . . .... 1,742,646.96 
$3,032,477,197.48 

LIABILITIES 

Capital Stock . . $ 53,138,250.00 

Surplus. . . . 146,861,750.00 
Undivided Profits . 26,614,171.43 $ 226,614,171.43 
Reserve for Contingencies . . . 5,286,437.91 
Reserves for Taxes, Expenses, etc. . 11,170,438.13 
Dividend Payable July 1,1956 . . 2,656,912.50 
Acceptances Outstanding (Net). . 47,152,601.57 
Other Liabilities . . . ... 5,336,675.90 
Deposits . . . . . . . . 2,734,259,960.04 
$3,032,477,197.48 








Securities carried at $192,800,428.44 in the foregoing statement are 
deposited to secure public funds and for other purposes required by law. 





Convenient Offices Throughout Greater New York 





Charter Member New York Clearing House Association 
Member Federal Reserve System 


Every Banking and Trust Service at Home and Abroad 


Member Federal Deposit Insurance Corporation 


Director 


PERCY H. JOHNSTON 
Honorary Chairman of the Board 
FRANK K. HOUSTON 
Honorary Chairman of the Board 
ROBERT A. DRYSDALE 
Partner, Drysdale & Company 
DUNHAM B. SHERER 
New York 
C. WALTER NICHOLS 
Chairman, Nichols Engineering 
& Research Corporation 
ROBERT GOELET Real Estate 
J. H. HILLMAN, JR. 
Industrialist, Pittsburgh 
N. BAXTER JACKSON ; 
Chairman, Executive Committee 
JOSEPH A. BOWER 
Chairman, 
Detroit International Bridge Co. 
THOMAS R. WILLIAMS 
Ichabod T. Williams & Sons 
JOHN K. ROOSEVELT 
Roosevelt & Son 
HENRY UPHAM HARRIS 
Partner, 
Harris, Upham & Co. 
HAROLD H. HELM Chairman 
H. E. HUMPHREYS, JR. 
Chairman and President 
United States Rubber Company 
CASON J. CALLAWAY Farmer 
ROBERT J. McKIM 
President, 
Associated Dry Goods Corporation 
MAURICE T. MOORE 
Cravath, Swaine & Moore 
JAMES BRUCE New York 
J. ALBERT WOODS 
President, 
Commercial Solvents Corporation 
BENJAMIN F. FEW 
President, 
Liggett & Myers Tobacco Co. 
ROBERT G. GOELET 
Real Estate 
JAMES B. BLACK 
Chairman of the Board, 
Pacific Gas and Electric Company 
WILLARD A. KIGGINS, JR. 
President, 
A. H. Bull Steamship Co. 
GILBERT H. PERKINS 
Vice Chairman 
ISAAC B. GRAINGER 
President 


Advisory Committee 


FREDERIC STEVENS ALLEN 
Trustee 
WILLIAM G. HOLLOWAY 
Honorary Chairman of the Board, 
W. R. Grace & Co. 
JOHN R. McWILLIAM 
New York 
W. ROSS McCAIN 
Chairman of the Board, 
Aetna Insurance Group 
FREDERICK E. HASLER 
Chairman, Haylian American 
Sugar Company, S. A 
JOSEPH T. LYKES 
Chairman, 
Lykes Bros. Steamship Co., Inc. 
WILLIAM P. WORTHINGTON 
: President, 
Home Life Insurance Company 
FREDERICK R. KAPPEL 
President, 
Western Electric Company, Inc. 
JOHN R. SUMAN 
Oil and Gas Consultan 
KENNETH E. BLACK 
President, 
The Home Insurance Company 
ALEX. H. SANDS, JR. 
Vice Chairman, 


The Duke Endowment 
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PROFESSIONAL INVESTORS DIGEST® 


Sidelights ... Trade Winds. . 

















ALUMINUM INDUSTRY 


Primary aluminum production ton- 
nage figures for the United States are 
indicative of the phenomenal increase in 
demand. In addition, very substantial 
tonnage was imported from Canada. 


% 
Year Tonnage Increase 
CO se 409,630 — 
|. | See 571,750 39.6 
623,456 9.0 
1949 603,462 -3.2 
> se te 718,622 19.1 
| eee 836,881 16.5 
ae 937,330 12.0 
1953 1,252,013 33.6 
1954 1,460,565 16.6 
9656 «41,566,784 i 
1066 Est. 1,708,000 9.1 


From 1946 to 1955, the increase has 
averaged 17% and the overall increase 
during the ten-year period has been 
about 280%. Demand has been almost 
insatiable and, with the exception of 
very short periods, supply has been in- 
adequate. 


As a result, the industry is launched 
on another round of expansion to meet a 
demand foreseen by experts as a 50% 
increase by 1960 and a doubling by 
1965. These are startling forecasts, but, 
if past experience is any criterion, error 
may be on the conservative side. To 
meet this demand, announced plans of 
the three largest U. S. producers and of 
the Canadian producer, Aluminium, Ltd. 
call for an increase in ingot capacity of 
over 46% by 1960, a tonnage increase 
which is larger than ALCOA’s present 
total ingot capacity. 

Where will the demand come from 
other than from increase in population: 


1) Transportation has probably the 


greatest potential with the possible ex-. 
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ception of construction. Less weight with 
more payload is an ever present con- 
sideration in common carriers, but since 
this market has already been exploited 
to a large degree, the greatest potential 
is believed to be in the passenger auto- 
mobile. In 1952, the average American 
car carried 15 pounds of aluminum; in 
1955, about 35 pounds; and by 1960, 
some 50 pounds is predicted. The figure 
may eventually reach much higher pro- 
portions, a graphic indication being that 
if every car today had an aluminum en- 
gine block, the whole present output 
could be absorbed. 


2) The construction industry is to- 
day’s largest user of the metal, and the 
rate of growth is phenomenal. More than 
50% of commercial buildings built to- 
day are using aluminum windows, and 
aluminum panel construction in office 
buildings is becoming a very large fac- 
tor. Not only is its appearance pleasing, 
but costs are 25-45% less than masonry. 
Brick on brick construction appears to 
be on the way out. In the home con- 
struction field, aluminum is gaining ever 
widening acceptance in windows, screen- 
ing, and other uses. 


3) In the field of electricity, alum- 
inum has virtually captured the high 
tension transmission cable business de- 
spite the fact that it is not quite as good 
a conductor as copper. Nevertheless, one 
pound of aluminum will do the job of 
two pounds of copper at a cost roughly 
25% as great. This cost differential has 
become so extreme that it has recently 
been announced that certain public utili- 
ties are taking down old copper trans- 
mission lines, replacing them with alum- 
inum, and selling the scrap copper at a 
substantial profit over the cost of the 
switch-over. A specific example is Paci- 
fic Gas and Electric’s switching 145 
miles of transmission line from copper 
to aluminum and ending up with a $150.- 
000 profit. One electrical market that has 
not been scratched is that of secondary 
wiring within buildings, a definite and 
large field for the future. Recently, trans- 
formers are being wound with aluminum 
wire. Although still on an experimental 
basis, this use may become very impor- 
tant. 


4) Because of its non-toxic qualities, 
it is expected that eventually aluminum 
may largely replace so-called tin cans in 
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food and beverage packaging. Today it 
is known that the aluminum can is a 
better can than that presently used, but 
it is still slightly more expensive in the 
United States. In certain countries such 
as Norway, the aluminum can is in com- 
mon use. Another application is in the 
frozen food industry. From _ virtually 
nothing in 1951-1952, the demand from 
this industry grew to 40 million pounds 
in 1955 and estimates have been made 


for 100 million pounds of aluminum by 
1960. 


These are but a few of the present and 
potential uses, but they give a good idea 
of the almost limitless potentialities. New 
developments, such as the recent dis- 
covery of a method for giving aluminum 
sunfast colors by anodizing will con- 
tinue to open up new markets. 


One of the most important considera- 
tions in growth in use has been the re- 
markably stable price structure. Despite 
a relatively sharp increase in price since 
the end of World War II compared to 
other metals, its price action has been 
relatively moderate and today’s price 
varies little from 1939. The chart shows 
the relative cubic volume of various 
metals purchasable today and in 1939 
for $1. 


Alummmum 83% 
ER ree are 44% 
a es 36% 
SS SE eee | 
eae ee eee 24% 


The price of aluminum will rise fur- 
ther but its relative attraction will in all 
probability continue. 


J. MALCOLM DE SIEYES 
HEMPHILL, NOYES & CO. 


Export Coat at Hicu LEVELS 


In the first quarter of the current 
year, export coal shipments, mainly bi- 
tuminous, rose to 10,737,765 net tons, 
a gain of 5,143,012 tons, or 91.9% over 
the corresponding period of 1955. If 
this pace continues, the total for the year; 
allowing for seasonal adjustments, could 
readily be in the neighborhood of 38 
40 million tons. This would compare 
with 35 million in 1955 and 14 million 
in 1954. Among the principal importers 
of U. S. soft coal’ have been France, 
Germany, England, Italy, Belgium. Hol- 
land, Austria and Japan. 
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Overseas coal tonnages loaded through 
U. S. ports for the first quarter of 1956, 
compared with 1955, are shown below: 





(Net Tons) 1956 1955 
nay _..___.__—- 3,904,248 1,511,227 
Pepruary —_—__...__. _ 8,484,155 2,144,040 
SS ee ee 3,349,362 1,939,487 
J), eee 10,737,765 5,594,753 


Figures on domestic and export coal 
dumpings for the ports of Norfolk and 
Newport News for the first four months 
of 1956 vs. the like period of 1955 show 
gains of 87% for Norfolk & Western, 
46% for C. & O. and 44% for Virginian. 
Dumpings for these roads were as fol- 
lows for the periods mentioned: 


Per Cent 
1956 Increase 


Chesapeake & Ohio 7,325,461 46 
Norfolk & Western 5,244,689 87 
Virginian 3,271,401 44 


Total _.....--.---- 15,847,612 
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In order to assure adequate shipping 
for export coal at reasonable rates, the 
United Mine Workers, coal operators 
and certain railroads have entered into 
an unprecedented partnership in form- 
ing a new corporation to operate a fleet 
of coal carrying ships. The new corpora- 
tion, to be known as American Coal 
Shipping, Inc., will have a capital of $50 
million, all of which apparently will be 
represented by common stock. Coal op- 
erators, the UMW, and the railroads are 
each expected to provide one-third of the 
capital, but how large an interest each 
participating company will have will de- 
pend upon the number of participants. 
So far the only two railroads in the deal 
are C. & O. and Norfolk & Western, but 


others may be included. 


While the objective of the new com- 
pany is to purchase ships for the export 
of coal, it is believed possible that it may 
not actually operate. This is based on the 
feeling that creation of the concern may 
cause present shipping companies to 
make boats available at fair rates when 
they are needed. Participants in the new 
Venture have been very critical of the 
shipping industry because of violent 
fluctuations in shipping rates and failure 
to supply ships when needed. Among the 
most vocal critics has been Walter J. 
Tuohy, president of C. & O., who made 
the announcement of the creation of 
American Coal Shipping last month at 
the annual convention of the National 
Coal Association. Inasmuch as the export 
coal business has been in a strong up- 
trend since early 1955, and is expected 
to continue to grow for many years, ade- 
quate shipping service is of paramount 
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importance to the coal carrying rail- 
roads, as well as to labor and the mine 
owners. Recently, Joseph R. Forsythe, 
General Manager of Keystone Coal Buy- 
ers Manual, a McGraw-Hill publication, 
placed this year’s export overseas total 
at 38 million tons. Looking ahead, the 
overseas movement is expected to rise 
steadily to 50 million tons in 1960, 65 
million in 1965 and 90 million in 1970. 

ARTHUR JANSEN 

W. E. BURNET & CO. 

A A A 
@ The first official disclosure of owner- 
ship by Ford reported 319,006 share- 
holders. Of these, 301,411 own fewer than 
100 shares each. 


Bank Seeks to Diversify 
Oil Research Trust 


Guaranty Trust Co. of New York has 
applied to the New York State Supreme 
Court to sell part of the Universal Oil 
Products Co. shares it holds in a trust 
established to support petroleum re- 
search. The bank has administered the 
trust since 1944 for the benefit of the 
American Chemical Society. It was estab- 
lished by a group of major oil companies 
and the UOP stock makes up the bulk of 
the corpus. Guaranty wants to reduce 
these holdings in order to diversify the 
trust’s portfolio, but according to the 
trust agreement must obtain permission 
from the Supreme Court. 
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exempt bond market and 
relate them to your own 


investment situation. 


and marketability. 








Tax-Exempt Bonds 
“Trends and outlook—mid-year 1950 


This timely survey is available 
without cost or obligation, to 
help you appraise the op- 


portunities in today’s tax- 


Seldom has the investor been able to obtain as much 
take-home yield as is now available from state, municipal 
and other tax-exempt bonds. And, in addition, tax-exempt 


bonds offer widely recognized qualities of safety, stability 


Send for this Mid—Year Survey for up-to-date informa- 
tion on the tax-exempt market, developments in supply 
and demand, an interpretation of the trends and outlook 
for prices. You'll receive with it our tax chart showing the 
income required from taxable securities to equal the yield 


from tax-exempt bonds. Ask for folder TR7. 


HALSEY, STUART & CO. INc. 


123 SOUTH LASALLE STREET, CHICAGO 90 « 35 WALL STREET, NEW YORK 5 
AND OTHER PRINCIPAL CITIES 
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MipyearR MISCELLANY 


After little more than a week’s respite 
from its May buffetings, the stock mar- 
ket for the second time in slightly over 
eight months had to face an appraisal 
of the national picture without President 
Eisenhower at the helm. His hospitaliza- 
tion on June ninth threw a sharp one 
day scare into the markets which was 
dissipated by weekend news of success- 
ful surgery. The dip was regarded by 
technicians as a valid retesting of the 
previous May lows, and majority Street 
comment now favors resumption of the 
traditional summer bulge when the un- 
certainties of the steel industry are 
cleared away. It is an eloquent tribute 
to the underpinnings of the stock list 
that prices have been generally well 
maintained. 


Short lived though the immediate 
effect was, the long range implications 
of the President’s illness are by no means 
exhausted. As a soldier, Mr. Eisenhower 
would be loath to withdraw from the 
political arena to spare himself but he 
might conclude that his ability to per- 
form his duties at full efficiency has been 
impaired, hence several imponderables 
have been added to the normal presi- 
dential year quota. At this writing, how- 
ever, odds strongly favor his continua- 
tion in the race. 


Pessimistic views are always less wel- 
come news items but they should not 
be ignored in scanning the entire pic- 
ture. Soft spots in the economy have 
recently come in for comment from 
various sources and the generally opti- 
mistic tone of the June business sympos- 
ium of the U. S. Chamber of Commerce 
was likewise: not free from a note of 
caution. Justin Bowersock, executive 
vice president of the Union Trust Co. in 
Washington, D. C., asserted that “we 
could be in for a longer and more se- 
vere recession than is expected.” Like- 
wise, representatives of the National As- 
sociation of Home Builders and the Na- 
tional Automobile Dealers Association 
were less than rabidly optimistic, the 
spokesman for the latter group stating 
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that auto dealers will face at the end 
of the year the “greatest inventory clean- 
up job in history.” Dr. Emerson 
Schmidt, the Chamber’s economist, how- 
ever, claimed that record spending for 
plant and equipment by industry was a 
barrier to substantial contraction in the 
economy, noting that “we have never 
in our history had a serious general re- 
cession as long as new plant and equip- 
ment outlays have held up.” His apprais- 
al was definitely on the plus side with 
the prediction that “1956 should be our 
best year and this prosperity ought to 
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carry over into 1957. 


The First National Bank of Chicago 
distributed at midyear views of outstand- 
ing business executives regarding the 
second half outlook which, with minor 
reservations, sound an optimistic note 
for the continuation of industrial activ- 
ity. Concisely stated, total steel output 
is placed at a new tonnage record be- 
tween 117 and 120 million tons and an 
annual 92-95% operating ratio. Housing 
will fall below 1955 but overall con- 
struction should top last year’s record 
$42 billion. The appliance industry is 
expected to correct the second quarter 
decline by the end of the third quarter, 
producing a total slightly below 1955 
fall volume, with very competitive con- 
ditions. General merchandise retail sales 
this fall should exceed 1955 but Mr. 
Houser of Sears, Roebuck & So. noted in- 
ventories could become excessive with 
only small falling off in demand. An- 
other disturbing feature, according to 
this observer, is that the greater antici- 
pated 1956 GNP will come largely from 
rising prices rather than from increased 
output, while wage rises will boost retail 
prices, causing decreased demand which 
may be the primary factor to cause a 
downturn in general business activity. 


The railroad and utility areas give 
every indication of doing about as well 
as last year while the farm equipment 
industry may well improve its disap- 
pointing first half performance. The 
motor industry is estimated to produce 
2,650,000 passenger cars in the second 


half and the year may end with sales 
on a rising level. Momentum in petrol- 
eum appears well maintained with esii- 
mated daily domestic demand of &.8 
million barrels, up some 4.6% 


1955. 


from 


The semi-annual Department of Com- 
merce survey reelased at midyear fore- 
saw some easing in steel, motors, home 
building, aluminum, copper and other 
metals but, in spite of these soft spots, 
Secretary Weeks said that the survey 
indicated “continuance of high level op- 
eration in most areas of activity,” but 
his statement was without regard to the 
possible effects of the steel strike upon 
industry in general. 


The breakdown in steel labor contract 
negotiations and the onset of the strike 
injected another uncertainy into the 
business picture. The stock market lived 
up to tradition in its refusal to panic 
at shutdown in this basic industry but, 
now that the chips are down, the ma- 
jority opinion that both sides are very 
determined and that a settlement may 
be some weeks away cannot fail to cast 
a note of unsettlement and caution. A 
short work stoppage would have minor 
repercussions but initial reactions of Mr. 
McDonald and management appear to 
presage a bitter battle. 


CALLING ALL PARTNERS 


After roughly 30 years, the wheel of 
equity financing appears about to come 
full cycle once more. The ’20s saw the 
last great period of stock financing, fol- 
lowed by a decade of rebuilding after 
the 1929 crash. The wartime economy of 
the first half of the ’40s likewise made 
comparatively light demands upon 
equity capital inasmuch as industry had 
access to Government-guaranteed financ- 
ing through banking channels as well 
as directly from Government agencies. 
At the cessation of hostilities, expansion 
was farthest from the thoughts of most 
industrialists who feared a letdown once 
pent-up consumer demand had _ been 
filled. The onset of the Korean War 
with stiffer tax rates and the excess 
profits tax tipped the scales more toward 
debt financing and, although the ex- 
cess profits levy is now happily departed, 
the 52% corporation bracket has made 
borrowing cheaper than selling new 
stock. 


If President Funston of the New York 
Stock Exchange is close in his estimate 
that industrial expansion over the com- 
ing decade will require some $60 billion 
in partnership capital, it will call for 
some fancy mobilization of the public’s 
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dollars on a scale three times greater 
than seen in the past decade. Of course, 
nobody can be very positive about such 
stupendous figures but estimate of pop- 
ulation growth do not make them en- 
tirely unrealistic. The immensity of the 
task of raising around $6 billion each 
year may perhaps best be gauged by the 
following totals of common stocks of- 
fered for cash sale in recent years: 


(Billions) 
1951 1.212 1954 1.213 
1952 1.369 1955 2.185 


1953 1.326 1956 .355 (1st qtr.) 


Management is understandably reluc- 
tant to dilute stockholder equity by in- 
creasing outstanding shares when prices 
are low. Hence, active markets and high 
prices for stocks afford an opportunity 
to broaden the capital base which, in 
turn, will support more debt when and 
as this becomes desirable. From the pre- 
ceding figures, it will be noted that 1955 
showed the first real bulge in stock of- 
ferings since 1950 but evidence is ac- 
cumulating to indicate that the next few 
years, barring unexpected deterioration 
in public confidence, should see expand- 
ed activity in this department. 


Management consultants and financial 
advisers are said to be counseling their 
clients now to be alert to opportunities 
to bring in more partnership capital. 
Again citing Mr. Funston, the main 
trouble with capitalism is simply that 
there are not enough capitalists. In ad- 
dition to the currently estimated eight 
million direct holders, another 5.5 mil- 
lion individuals in key occupations who 
own no shares should be continuously 
instructed in the rewards, as well as 
the risks, of stockholder enterprise. How- 
ever. it would be a great disservice to 
the cause of widening corporate part- 
nership if efforts to educate the public 
in dynamic capitalism were negated by 
unfortunate experiences in its new role 
of owner. If private savings are fright- 
ened away from active participation in 
this field, some of the brave plans now 
on the drawing boards will assuredly 
fail of realization. 


PENSION Funps RETAIN EQuitTIEs 


Private pension and profit sharing 
trusis have maintained stock portfolios 
unchanged despite stock market fluctua- 
tions during 1955, according to the third 
annual study by Commerce Clearing 
House. A study of 115 trusts with assets 
Valued at $1.9 billion listed favorite 
stock groups as utilities, oils and chem- 
icals. while preferreds tended toward 
utilii:es, food processing and distribu- 
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tion, steel and chemicals, with the first 
named by far the most popular at 40% 
of the total. The average yield, based 
upon cost price, was 4.22%. Minor 
items, but noteworthy, are real estate 
investments at just above one per cent 
of the total and the appearance for the 
first time of foreign bonds and stocks. 


Savincs BANK FuND SHows SouND 
GROWTH 


The 66 New York State mutual sav- 
ings bank participants in the Institution- 
al Investors Mutual Fund, Inc. continue 
well pleased with the progress of their 
venture in equities during the first half 
of 1956. In the six month period since 
last reported,* asset value per share has 
grown to $1,604 from $1,557 and divi- 
dends of $30.83 from income were paid 
out, plus another $3.92 from capital 
gains of $149,491. In addition, the Fund 
has a tidy unrealized profit of $5,977,- 
102 and the yield, based upon acquisi- 
tion cost, is 5.13, a most welcome con- 
tribution to surplus in a period of rising 
interest disbursements on savings ac- 
counts. 

At June 30th reporting date, the Fund 
had total equity holdings of 460,670 
shares, as compared with 392,513 six 


*T.&E., Jan. 1956, p. 31. 


months earlier, this position being 
95.6% of the $25 million total assets. 
There has been no alteration in basic 
investment approach, namely, the larg- 
est possible income with reasonable se- 
curity, and the status of industry groups 
remains unchanged, with utilities, oils, 
chemicals and drugs ranking in that or- 
der. Only one security was sold and two 
newcomers added, one each in the chem- 
icals and the papers. (See p. 636.) 


New York Lecat List Gains 


Addition of some $1.9 billion corpo- 
rate bonds in the year ending July first 
registered a record total above $30 bil- 
lion as compared with $11.1 billion only 
10 years ago. Three quarters of the in- 
crease represents new issues of com- 
panies already approved and the bal- 
ance new names. New issues by previ- 
ously sanctioned revenue bond obligors 
plus those of new public bodies have 
raised the total, authorized in this cate- 
gory only two years ago, to above $1 
billion. Also eligible since 1955 are ob- 
ligations of the New York City Housing 
Authority, New York State Thruway 
Authority, Port of New York Authority 
and the Power Authority of the State 
of New York. 
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GROWTH STOCK FUND 





Massachusetts luvestors Trust 





Century Shares ‘Trust 





CANADA GENERAL FUND 
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Bond Fund 


OF BOSTON 





NEW YORK 
61 Broadway 





A prospectus relating to the shares of any of these separate 
investment funds may be obtained from authorized dealers or 
VANCE, SANDERS & COMPANY 
111 DEVONSHIRE STREET 
BOSTON 


CHICAGO 
120 South LaSalle Street 


LOS ANGELES 
210 West Seventh Street 











635 





Yours 
for the 
Asking... 


That’s just where we stand on any 
help we can give you in answering 
your clients’ questions about invest- 


ments. 


Maybe, of course, the answer is 
simple—one that can be found in 
our quarterly review called ‘The 
Security and Industry Survey’—a 
48 page report that covers every 
major industry, classifies 450 stocks 
according to investment quality, 
and provides essential figures on 


sales, earnings, and dividends . . . 


Or, maybe the answer lies in some 
of our stock appraisals—the single 
sheet summaries that we always 
keep current on more than 100 of 
the most popular companies in the 


country... 


Or, maybe the problem calls for 
a detailed review of an entire port- 
folio, a thoroughly objective analy- 
sis of each stock any given investor 
owns in the light of his circum- 


stances. 


Wherever the answer lies, we’re 
at your service—without charge or 
obligation of any kind. 


If you think we can help, simply 


write in confidence, to— 


R. J. CuvAL, Partner 


Institutional Department J-54 


Merrill Lynch, 


Pierce, Fenner & Beane 


70 Pine Street, New York 5, N. Y. 
Offices in 107 Cities 
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SHARES 


8,600 


10,500 


2.000 


2,200 
6,100 
9,000 


* 4,000 


6,000 
2,000 


3,080 


4,900 
7.400 


9,500 
20,000 
17,500 

7,000 


3,800 
3,000 
3,000 


12,225 
6,440 
8,400 

10,150 
5,000 
7,000 
6,900 
7,000 
4,150 

13,390 
7,700 
4,900 
4,500 
6,500 
7,600 


16,000 
11,600 


8,500 
9,500 
8.400 


6,000 


June 30, 1956 


MARKET 


Group (in thousands) 


AGRICULTURAL EQUIPMENT 





Allis-Chalmers Mfg. Co. _.$ 294,550 

(1.18%) 
AUTOMOBILES 

General Motors Corp. _..$ 472,500 

(1.89%) 
BurLtpinc MATERIALS 

United States Gypsum Co. $ 133,000 

(.53%) 
CHEMICALS 

E. I. du Pont de Nemours$ 464,200 

Eastman Kodak Co. _....... 558,913 

Hercules Powder Co. ____ 434,250 

The Penn. Salt Mfg. Co... 211,000 

Texas Gulf Sulphur Co. _. 196,500 

Union Carbide and Carbon = 250,750 
(8.47%) $ 2,115,613 

CONFECTIONERY 

American Chicle Co. _...$ 174,020 

(.70%) 
CONTAINERS 

American Can Co. _...”.......$ 213,762 

Continental Can Co. 351,500 
(2.26% )$ 565,262 

Drucs 

McKesson & Robbins Ine.$ 451,250 

Mead Johnson & Co. 677,500 

Merck & Co., Ine. 586,250 

Sterling Drug, Inc. 369,250 


(8.34%) $ 2,084,250 
ELECTRICAL EQUIPMENT 





General Electric Co. __....$ 231,800 
Sylvania Electric Products 156,375 
Westinghouse Electric __. 157,875 

(2.19%)$ 546,050 

Evectric UTILITIES 

American Gas & El. Co. _.$ 487,472 
Baltimore Gas & El. Co. 214,935 
Cincinnati Gas & El. Co. 233,100 
Commonwealth Edison Co. 411,075 
Con. Edison, N. Y. —..... 230,000 
Gulf States Utilities Co. - 248,500 
Idaho Power Company 210,450 
Kansas City Pr. & Lt. Co.. — 235,250 
Louisville Gas & El. Co. 243,553 
Northern States Power 232,651 
Oklahoma Gas & El. Co. _ 308,000 
Philadelphia Electric Co. _ 182,525 
Southern California Edison 231,187 
Virginia Electric & Pr. Co. 282,750 
Wisconsin Electric Pr. Co. 249,850 

(16.21%) $ 4,051,298 

FINANCE 

Beneficial Finance Co. $ 328,000 
Commercial Credit Co. 580,000 

(3.63%)$ 908,000 

Foops 

General Foods Corp. _..$ 396,313 
National Dairy Products - 377,625 
Pillsbury Mills, Inc. 384,300 

(4.64%) $ 1,158,238 

INSURANCE 

United States F & G $ 348,000 


SHARES 


2,400 
3,000 


8,500 
9,500 


3,400 
6,000 
4,000 


3,060 


3,450 
1,300 


* 


4,000 
8,000 
4,500 
4,500 
5,000 
7,625 
4,400 
6,000 
8.000 


1,500 
1,500 


4,000 
5,900 
6,000 
11,000 
2.500 


7,000 


2,000 
6,000 


1,800 


7,900 
5,800 


460,670 


INVESTMENTS OF INSTITUTIONAL INVESTORS MUTUAL FUND, INC. 


MARKET 


Group (in thousands) 
MACHINERY 


Caterpillar Tractor Co. __.$ 202,800 





Ingersoll-Rand Co, 204,750 
(1.63%)$ 407.5 50 

MISCELLANEOUS 
American Optical Co. _.$ 298,562 
General American Trans. _ 646,000 





(3.78%) $ 944,562 
Non-Ferrous METALS 


Aluminum Co. of America$ 407,150 
Climax Molybdenum Co. — — 428.250 
Kennecott Copper Corp. 498,000 


(5.34%) $ 1,333,400 
OFFICE EQUIPMENT 


Pitney-Bowes, Inc. - _..$ 191,250 

(.77%) 
PAPER AND PULP 

Crown Zellerbach Corp. _.$ 219.938 

International Paper Co. 174,525 
(1.58%)$ 394,463 

PETROLEUM 

Continental Oil Co. $ 495,000 

The Ohio Oil Co. 316,000 

Phillips Petroleum Co. 444.937 

Shell Oil Company - 364,500 

Skelly Oil Company 335,500 

Socony Mobil Oil Co., Inc. 441,297 

The Texas Company 283.800 

Union Oil Co. of California 369.750 

United Carbon Company .. 482.000 


(14.14%) $ 3,532,784 
RAILROADS 
Atchison, T & S F __.... $ 


$ 235.687 
Union Pacific Railroad Co. 


259,313 


(1.93%) $ 495,000 
RETAIL TRADE 


Allied Stores Corporation.$ 194,000 
First National Stores, Inc... 290,125 
Jewel Tea Co., Inc. _.... 303.000 
National Tea Company _. 448,250 
J. C. Penney Company __.. 236,250 
(5.89%) $ 1,471,625 
SHOES 
General Shoe Corporation $ 178,500 
(.71%) 
STEEL 


Bethlehem Steel Corp. __ $ 302,750 


United States Steel Corp. 346,500 

(2.60%)$ 649,250 
TELEPHONE 

American Tel. & Tel. _.$ 324,000 

(1.30%) 
TIRE AND RUBBER 
The Firestone Tire $637,500 
The B. F. Goodrich Co. _ 475,600 


(4.45%) $ 1,115,100 


Total Common 


| 


(95.60% ) $23,886,265 





(1.39%) 


* New commitments. 
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WHAT’S HAPPENING AT GOODYEAR—No. 2 OF A SERIES 

















In this remarkable air age, with its rapid advances in 
military, commercial and private aviation, Goodyear 
Aircraft Corporation and Goodyear Aviation Prod- 
ucts Division keep pace with the latest aeronautical 
developments. 


The diversified activities of Goodyear Aircraft in- 
clude production of airships, major components and 
assemblies for military aircraft, plastic radomes and 
transparent canopies—even guided missile compo- 
nents, a new all-weather navigator, and the GEDA 
line of electronic computers. 


Separate from Aircraft, the Aviation Products Divi- 
sion supplies a wide range of products. from airplane 
tires, wheels and brakes to fuel cells and special 
fabrics for radar use. Goodyear brakes stop commer- 
cial airliners in 30 seconds. Goodyear fabric fuel 


JuLy 1956 


storage tanks hold 10,000 gallons and weigh but 
750 pounds. 


Goodyear’s other diversified activities extend to 
atomic and munitions plant operations for the gov- 
ernment. More than fifty manufacturing plants 
throughout the world turn out tires, chemicals, in- 
dustrial rubber goods, shoe products, films, foam 
and flooring, metal products . . . each increasing its 
productivity to meet growing markets . . . each point- 
ing to greater stability in operations. 


TODAY ... AND TOMORROW 


GOODFYEAR 


THE GREATEST NAME IN RUBBER 
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MOODY’S INVESTORS YIELD TABLES 


Prepared monthly for TRUSTS AND ESTATES by Moody’s Investors Service 
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YIELDS oF YIELDS OF PRICES,DIVIDENDS 
TAXABLE TREASURIES CORPORATE BONDS AND YIELDS 
BY MATURITY GROUPS BY RATINGS 125 INDUSTRIAL STOCKS 
T T mo i 1 4 _— T bi | = 
125 IN PERCENT —_ IN PERCENT _ 
PRICES AND DIVIDENDS 
= ($ PER SHARE) 
F 2.80 - +160 4 
7 4 +140 4 
J PRICES 
- -l20 4 
a 4 -100 4 
YIELD 
<i % 
YIELDS 
ad - 3-4 
peers *ootse” “e° 
—— 3 YEAR _ sere 
H350 ue 8S YEAR + }+380 ; Aaa 4+  ké6o _ . +4 
\. / eeeeeveee A fe, . "ae ” cil 
---- 10 YEAR vw ° aa 4 
—_—_—_—_— on? 
+ 2428,0F 9/15/72-67 A eT 
en tii 
—o- 344S,0F 6/15/83-78 + 4.00 Baa {| -4aer-" ee 74 
Seek 3S,O0F 2715/95 (710 SCALE) 
1953 | 1954 [ 1955 | 1956 r 1953 | 1954 | 1955 | 1956 1953 | 1954 | 1955 | 1956 
End of Month 
June May June 1956 1951-55 1946-50 1941-45 1931-40 1919-1930 
1956 1956 1955 Range for Period —— 
1. U.S. Government Yields 
3-Year Taxable Treas. -.................. % 2.94 2.93 2.42 3.18-2.59 2.90-1.43  1.68-0.90 1.32-1.07 (a) (a) (a) 
5-Year Taxable Treas. -............. % 3.03 2.95 2.63 3.22-2.67 2.95-1.75 1.87-1.06 1.70-1.24 (a) (a) (a) 
10-Year Taxable Treas. —.........__.... % 2.99 2.90 2.76 3.17-2.77 8.16-1.95  2.10-1.38 2.10-1.49 (a) (a) (a) 
Bank 2%s, 9/15/72-67 __.....- cen 2.93 2.87 2.80 3.10-2.79 3.16-2.21 2.43-1.96 2.48-2.03 (a) (a) (a) 
Wietery 24%, 12/15/67 —..__..___.. % 2.92 2.85 2.79 3.09-2.78 3.31-2.43  2.48-2.08 2.50-2.37 (a) (a) (a) 
3%4s, 1983-78 ee skies 2.98 2.97 2.88 3.13-2.87 (b) (b) (b) (b) (b) 
3s, 1995 ee ieee i, 3.02 3.01 2.98 3.13-2.96 (ce) 
2. Corporate Bond Yields - EAR oes 
Aaa Rated Long Term __..............-..... % 3.27 3.26 3.05 3.31-3.07 3.44-2.65  2.91-2.45 2.88-2.59 5.75-2.70 6.38-4.42 
Aa Rated Long Term  -............-.. % 3.36 3.35 3.14 3.36-3.15 3.52-2.70  2.98-2.53 3.06-2.66 7.03-? 90 6.84-4.59 
A Rated Long Term __.. ied 3.50 3.48 3.23 3.50-3.26 3.69-2.87  3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa Rated Long Term ‘nilihistaighet OO 3.78 3.74 3.51 3.77-3.57 3.90-3.15 3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
8. Tax-Exempt Bond Yields — 
Aaa Rated Long Term ___.. ye 2.34 2.42 2.14 2.51-2.17 3.18-1.28 1.98-0.90 1.84-0.93 2.81-1.56 (b) (ec) 
Aa Rated Long Term en 2.52 2.56 2.26 2.70-2.37 3.24-1.37 2.21-1.04 2.11-1.21 3.02-1.78 (b) (ce) 
A Rated Long Term __. Sisade ae 2.76 2.79 2.62 2.99-2.72 3.35-1.72 2.64-1.28 2.49-1.49 3.29-2.11 (b) (ec) 
Baa Rated Long Term __......-... % 3.24 3.31 8.11 3.44-3.20 3.79-1.98  3.05-1.57 2.94-1.80 3.71-2.60(b) (c) 
4. Preferred Stock Yields —-... Pe ae 
Industrials—High Dividend Series 
High Grade ees 4.04 4.06 3.88 4.08-3.90 4.24-3.80  4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.76 
Medium Grade - ——,. 4.66 4.66 4.47 4.66-4.49 5.28-4.45  6.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Dividend Series 
High Grade Seanad Oe 3.80 3.78 3.69 3.81-3.69 4.02-3.45 3.92-3.27 (d) (d) (d) (d) 
Medium Grade age OE 4.21 4.18 4.10 4.21-4.08 4.39-3.80  4.20-3.52(d) (d) (d) (d) 
Utilities—Low Dividend Series 
High Grade . % 4.07 4.07 3.95 4.09-3.92 4.45-3.77 4.24-3.40(d) (d) (d) (d) 
Medium Grade . _ % 4.41 4.43 4.20 4.43-4.25 4.87-4.17 4.65-3.69 (d) (d) (d) (d) 
5. Common Stocks 
125 Industrials—Prices (g) $151.11 $145.40 $133.41 156.14-140.11 145.67-64.91 64.46-43.20 49.30-22.69 49.10-10.56 78,06-34.81(e) 
125 Industrials—Div. (g) $ 5.77 5.77 4.95 5.77-5.72 5.71-4.13  4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16 (e) 
125 Industrials—Yields —-....-... % 3.82 3.96 $.71 4.08-3.68 6.84-3.63  7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19 (e) 
(a)—U. S. Govt. Bond Yield Averages in this series date from Jan. 5, 1943. (e)—Low Dividend Preferred Yield Averages in this series date from 
(b)—U. S. Govt. Bond Yield Averages in this series date from April 15, 1953. Jan. 2, 1946. 
({c)—U. S. Govt. Bond Yield Averages in this series date from Feb. 15, 1955. (f)—125 Industrials Averages date from Jan. 1, 1929. 
(d)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. (g)—Dollars per share. 
*Revised 
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INVESTMENT COMPANY NOTES 
By HENRY ANSBACHER LONG 


Tri-Continental’s Subsidiary 
Divorces Underwriting Business 


The underwriting business of Union 
Securities Corporation, wholly owned 
subsidiary of Tri-Continental Corpora- 
tion, is being merged with Eastman, Dil- 
lon and Co., effective September 1, to 
form a new investment banking and 
brokerage partnership which will bear 
the name of the two original companies. 
The new firm will be capitalized at over 
$17 million, part of which will be pro- 
vided by certain of the officers of Union 
who will become partners in the new 
set-up. 

The original Tri-Continental subsidi- 
ary will change its name from Union 
Securities and use its entire capital for 
special holdings and investments that 
may require retention for fairly long 
periods of time to realize their potential. 
It also will continue its investment in 
Broad Street Sales Corporation, distrib- 
utor of Broad Street Investing Corp.., 
National Investors and Whitehall Fund 
—all mutual investment companies. On 
the asset side of Union’s balance sheet 
for December 31 of last year securities 
for resale were listed at $22 million and 
those held for investment had a market 
value of $26 million. Which securities 
are to be sold to the new firm and the 
precise terms of merger have not yet 
been made known. 


The divorce of Tri-Continental’s sub- 
sidiary from its underwriting business 
marks the end of any U. S. investment 
company’s participation in the under- 
writing business, even though through a 
subsidiary where liability is limited. 
Underwriting, of course, has tradition- 
ally been an important source of in- 
come for the classical closed-end British 
investment company, with participation 
limited to an amount management would 
be willing to retain as a regular port- 
folio investment should the issue prove 
“sticky.” Perhaps the whole problem 
can bear re-examination in this country 
both by the regulatory authorities and 
the investment company industry. Cur- 
rently. on approval of the S.E.C., invest- 
ment companies frequently subscribe to 
issues offered by affiliated investment 
banking firms. It may be asked: why 
shoul! they not participate directly in 
the underwriting and profit therefrom? 


Direct placement has also been an- 
other potential source of additional in- 
crement to the investment companies’ 
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portfolios through acquisition of large 
blocks of desirable holdings at advan- 
tageous prices directly from corpora- 
tions seeking funds. This became a sub- 
ject of much discussion in fund circles 
in 1950 when Reynolds and Co. ar- 
ranged the placing of Affiliated Gas 
Equipment Stock with several invest- 
ment companies. Objections were raised 
that this was “short-circuiting” conven- 
tional distribution channels — scarcely 
an unimportant factor to the mutuals, 
in particular, who depend upon many 
brokers and dealers, both large and 
small, for the sale of their own shares. 
Not too much has since been heard 
about this matter and infrequent direct 
fund placements have been confined 
pretty much to closed-end companies or 
large mutual sponsors with their own 
sales organizations. However, in the 
spring of 1955 Aeroquip Corporation 
overcame conventional prejudice and 
sold 35,000 shares out of a 62,500 share 
private placement to a large open-end 
growth fund. 


The value to Tri-Continental of its 
underwriting and investment subsidiary, 
Union Securities, is evident from the 


Scudder 
Stevens 


&¢ Clark 





ESTABLISHED 


Fund,Inc. *** 


latter’s earnings and increase in assets 
over the last several years. On December 
31, 1945, paid-in capital and surplus 
together with earned surplus was $4 
million. Ten years later, this figure plus 
net unrealized security appreciation had 
quintupled to $20 million. Earnings and 
dividends paid out in cash and securi- 
ties (at market value) for the last five 
years were as follows: 


Net Income Dividends 
(in thousands of $) 


1955 2,991 600 
1954 1,210 600 
1953 1,506 500 
1952 4,035 500 
1951 832 360 


New Science Fund Offered 


The new science fund, which will have 
Templeton Investment Research, Inc. as 
adviser and which was originally an- 
nounced in these columns in the Apri 
issue, is being offered by an underwrit- 
ing group headed by Lee Higginson 
Corp., Investors Planning Corp. of 
America and Shearson Hammill and Co. 
To be known as Nucleonics, Chemistry 


(Continued on page 642) 


Prospectus on request: 


10 Post Office Square 


Boston 9, Massachusetts 


300 Park Avenue 
New York 22, New York 


117 South 17th Street 
Philadelphia 3, Pa. 


8 So. Michigan Avenue 
Chicago 3, Illinois 





EATON 


& HOWARD 


STOCK FUND 


A mutual investment fund seeking possible growth of principal 
and income primarily through -diversified investments 
in selected common stocks. 


@)- 


= 


g 


Managed by 


EATON & HOWARD 


INCORPORATED 


24 Federal Street 
BOSTON 


BOSTON 


ESTABLISHED 1924 


Russ Building 
SAN FRANCISCO 


Prospectus from your Investment Dealer or the above. 
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representation of future results. They should be considered in the light of the 


sad qualities cf the iavestuents Of thes comes. HENRY ANSBACHER LONGINI 


Indices are based on fund operations during the period covered and are not a 























































































































Reference should be made to the introduc- Und 1 2 3 4 3 6 7 
rah 2 : aa nder 
tory article in J uly 1949 issue, outlining pur- a 12/31/35 i 12/30/39 si 
poses of publication and considerations in Memt Principal I Principal 
selecting stock and cost-of-living averages, Sj . sli Deets — wa. °° 
periods and in interpretation of data. — Principal High Low Princ. To Low High 
BALANCED FUNDS 
American Business Shares _ 1939 — —= — 100.0 ms 65.9 170.1 
Axe-Houghton Fund “A” __ 1938 _ a — 100.0 — 71.4 221.1 
Axe-Houghton Fund “B” on 1938 ane oo a 100.0 a 83.1 243.6 
oe 1932 103.1 171.9 72.6 100.0 3.46 60.2 188.0 
Commonwealth Investment _....----= 1932 106.3 168.4 64.4 100.0 3.05 73.5 932.7 : 
Dreyfus Fund**** (c) __. 1947 — — — ne oo — 176.7 174.9 } 3.31 
Eaton & Howard Balanced 1932 114.5 134.7 80.0 100.0 4.27 73.6 203.6 203.1 f 3.61 
Fully Administered Fund (Group Securities) __ 1938 = — — 100.0 — 69.4 156.6 151.0 | 3.50 
General Investors Trust 1932 110.0 152.7 71.4 100.0 4.20 65.2 146.1 144.8 | 4,05 
Investors Mutual _.. 1940 es -- — _ —_ 73.5 175.8 175.6 | 3.99 
Johnston Mutual Fund _. 1947 _ —_ oo — — — 201.3 200.8 | 3.62 
Nation-Wide Securities** 1932 102.6 174.6 70.3 100.0 2.32 59.6 149.3 149.0 4.11 
George Putnam Fund ___.. 1938 — — — 100.0 2.76 69.2 166.0 164.8 4} 3.93 
Scudder Stevens & Clark 1928 97.4 119.2 75.7 100.0 3.25 80.9 1707 169.7 }} 3.40 
Wellington Fund _. 1928 105.2 148.4 69.5 100.0 2.41 75.0 180.4 179.9 Hy 3.54 
Whitehall Fund ae 1947 — — — — os — 213.7 212.8 ff 3.77 
Wisconsin Investment*** _.. 3 1939* aoe — — 100.0 oo 65.1 248.3 247.9 Hf 3.50 
AVERAGE: BALANCED FUNDS ___. one 105.6 152.1 72.0 — 3.22 70.8 187.2 185.8 ff 3.64 
STOCK FUNDS 
Affiliated Fund*** — 1939 — — — 100.0 — 50.2 224.9 213.7 ff 4.07 
Broad Street Investing Corp. 1932 109.9 156.6 76.6 100.0 3.60 60.1 234.5 233.6 4.54 
0 Eee ee 1932 109.8 168.8 69.6 100.0 LT 61.0 216.5 215.9 # 4.09 
Delaware Fund _..... - 1937 — a —- 100.0 — 76.1 180.8 180.6 F 4.10 
Diversified Investment Fund, Inc.*** (c¢c) 1944 i oo a oo — — 165.4 165.1 } 4.81 
IO 1932 109.0 163.2 70.7 100.0 1.88 62.1 189.4 189.4 | 4.02 
Eaton & Howard Stock — 1931 107.1 147.0 7h.4 100.0 3.86 62.7 261.0 260.8 | 3.44 
co See 1943 —_ — —_ — — =5 252.5 251.6 | 4.51 
Fundamental Investors _......__-.-- = 1932 105.2 146.0 67.4 100.0 2.98 64.8 274.6 273.0 | 4.23 
Incorporated Investors 1925 103.6 165.2 80.2 100.0 2.58 3.9 261.2 259.7 & 3.68 
Institutional Foundation Fund — 1944 ns — — — — — ses 193.2 }} 4.34 
Investment Co. of America 1939* aa — — 100.0 — 69.0 223.6 223.2 3.51 
Knickerbocker Fund _ 1938 = — — 100.0 — 59.8 127.4 127.2 Hf 2.71 
Loomis-Sayles Mutual Fund (c) 1929 12.4 131.7 87.7 100.0 2.54 74.2 208.3 208.1 FY} 3.05 
Massachusetts Investors Trust 1924 110.7 147.5 72.8 100.0 3.88 50.7 222.5 219.3 } 4.40 
Mass. Investors Growth Stk. Fund —. = 1934 114.2 157.0 70.3 100.0 3.31 57.4 231.6 230.5 By 2.77 
Mutual Investment Fund (c) 1926 129.7 173.4 75.5 100.0 4.31 56.1 175.4 175.4 Bf 3.00 
National Investors - ie ee Oe ae 1937* _ — 65.9 100.0 3.10 60.7 277.8 276.6 §} 3.21 
National Securities — Income*** (c) __ 1940 a — — — —_— 66.0 135.1 114.3 fj 5.77 
New England Fund (c) 1931 117.4 159.1 70.8 100.0 2.85 61.4 171.8 | 171.8 4} 410 
Selected American Shares 1933 123.8 178.1 80.4 100.0 3.30 60.9 197.3 195.4 §} 3.95 
Sovereign Investors 1936 _— 166.6 68.6 100.0 1.78 62.5 146.5 146.1 J} 4.92 
State Street Investment Corp. 1924 92.8 155.2 74.0 100.0 8.75 60.7 251.3 244.9 f} 337 
Wall Street Investing Corp. (a) 1946 a — — — = = 254.1 2514 | | 4.18 
AVERAGE: STOCK FUNDS — 108.1 158.2 73.7 | 100.0 3.02 | 63.0 216.7 | 215.6 ¥ 382 
90 STOCK INDEX (Standard & Poor’s) _... nt 106.7 148.3 67.5 99.2 — 59.3 233.7 232.0), — 
CONSUMERS PRICE INDEX (B.L.S.)n _ =e —_ — — 100.0 — 99.8 193.6 193.1} — 























CALCULATION OF INDEX NUMBERS AND INCOME PERCENTAGES FOR MUTUAL FUNDS 
PRINCIPAL INDEX NUMBER indicates the change between the offering price on Dec. 30, 1939 and subsequent bid price plus all 
distributions from capital gains and other capital sources. 


COL. 1, 2 and 3 represent the figure obtained by dividing the offering prices at the stated dates less capital distributions through 
1939 by the 1939 base offering price. 


COL. 4, offering price on Dec. 30, 1939, is base index number of 100 for all companies. 


COL. 6, 7, 8, 10, 12, 14, 15, and 16 are arrived at in the following manner: To the bid prices at the respective dates indicated are added 
all capital distributions to such date and the resultant sum is divided by the 1939 base offering price. 

GOL. 19 represents the current month-end bid (col. 16 less all capital distributions) divided by the 1939 base offering price. 

INCOME PERCENTAGE includes only those dividends paid by the companies out of income earned from dividends and _ interes! 
on their portfolio securities (excluding all capital distributions). 

COL. 5, 9, 11, 13 and 17 represent a figure obtained by dividing such dividends accruing over the annual period ending with the state: 
dates by the average of the twelve month-end offering prices ending on the corresponding dates. 


COL. 20 is a five year average figure which includes the percentage returns in columns 9, 11 and 17 as well as those for the two | 
preceding annual periods. 
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No responsibility is assumed, in so far as compliance wiih the Statement of Policy is 
concerned, for the empicyment in whole or in part of the index by issuers, under- 


ING INDEX of MUTUAL FUNDS nae haa income 1eturns based on June 29, 1956 offering prices 































































10 II 12 13 14 15 16 17 18 19 20 
6/30/55 5/31/36 Last 24 mos. 6/29/s6 | Manet 1 mo. Div.) = 29/56 5-Yr. Avg. 
Inc. Ine. Principal Rod Cap Prin. Less Cum. Net Invest. 
Prin. % Prin. J Low High Principal “ie al Cap. Distr. (Bid) Income % 
52.2 173.6 3.50 173.8 3.27 162.2 177.1 174.3 3.29 5.10 112.0 3.46 
20.8 264.6 2.40 266.7 2.68 220.9 275.8 269.6 2.68 5.08 197.7 2.75 
43.4 297.5 3.24 304.4 2.77 243.4 $813.1 308.9 2.77 4.49 241.1 3.48 
87.8 3. 228.3 2.85 235.3 2.65 187.8 245.4 241.7 2.65 3.14 196.3 3.09 
9149372 | 281.6 3.07 291.4 2.97 231.4 300.7 $295.8 3.06 2.87 4245.2 3.53 
74.9 1331 | 262.8 3.02 272.0 1.95 174.7 292.8 287.2 1.94 448 242.5 3.01 e 
03.1 7361 | 246.8 3.00 258.9 2.82 203.2 267.8 7264.4 2.85 2.16 {232.7 3.36 
51.0 | 350 | 180.6 3.17 185.2 3.38 150.7 192.0 186.6 3.40 10.40 140.5 3.26 
448} 405 | 171.9 3.48 182.0 3.30 144.6 187.3 7183.9 3.41 3.65 7143.3 3.97 
75.61 399 | 204.2 3.50 208.3 3.36 174.1 214.2 4210.4 3.38 1.58 4176.7 3.80 
00.8 | 362° | 251.5 3.14 264.9 3.12 199.5 276.0 270.8 3.16 3.91 7241.9 3.57 @ 
49.0 411 | 170.38 3.51 175.9 3.17 149.0 185.7 4177.8 3.17 3.22 4143.5 3.72 
64.8 19393 | 203.2 2.96 206.9 2.88 164.8 215.2 211.2 2.88 3.81 173.5 3.44 
69.7 17340 | 200.0 3.05 205.6 2.85 169.9 212.0 +208.9 2.85 4.07 4174.2 3.16 
79.9 354 | 2133 3.07 220.0 3.00 179.9 226.2 $223.5 3.06 3.00 4174.6 3.38 
12.8 1377 | 258.7 3.55 266.2 3.25 212.5 273.6 7268.6 3.30 5.26 7224.5 3.67 @ 
47.9 }} 3.50 297.9 3.22 300.2 3.13 247.4 $811.1 304.9 3.14 7.27 212.4 3.29 
85.8 |} 3.64 | 225.6 3.16 232.3 2.96 185.5 240.9 236.5 2.99 4.34 180.9 3.42 
| 
13.7 407 | 242.0 3.83 247.6 3.51 213.7 252.5 4249.9 3.36 4.73 4156.4 3.96 
33.6 4454 | 295.9 3.83 310.5 3.49 233.6 322.5 7315.0 3.56 3.09 259.7 4.27 
15.9 ¥ 4.09 | 284.0 3.11 300.6 2.66 215.9 $319.2 309.9 2.64 3.30 253.5 3.76 
80.6 } 410 | 210.3 2.96 214.6 3.01 180.7 220.6 7216.8 2.93 5.22 7123.2 3.48 
6519481 | 211.1 4.05 214.3 4.01 164.8 225.6 219.1 4.01 4.35 188.3 4.63 @ 
89.4] 402 | 235.8 3.09 249.5 2.83 189.4 264.9 256.1 2.81 2.88 209.6 3.72 
60.8} 344 | 345.4 2.57 365.5 2.32 260.5 382.4 +376.9 2.35 3.29 7324.5 3.11 
5169 451 | 345.1 3.60 359.4 3.44 251.6 3879.9 7366.5 3.49 2.35 7318.7 4.15 e 
73.0 | 423 | 366.4 3.19 392.5 2.91 272.7 420.0 407.6 2.89 3.46 346.6 3.80 
59.7 | 368 | 366.8 2.75 401.9 2.45 259.7 427.4 411.1 2.48 5.52 336.9 3.34 
93.2} 434 | 240.38 3.17 244.4 3.84 193.0 254.0 248.3 3.34 3.88 188.1 3.34 @ 
23.2 351 | 288.8 2.67 310.0 2.51 223.0 $324.7 7317.3 2.49 5.56 ~226.7 3.20 
27.2 271 | 143.6 2.69 143.0 3.76 127.3 146.1 144.0 3.78 6.86 86.4 2.57 
08.1 F} 3.05 | 230.8 3.09 238.7 2.74 207.9 243.2 242.0 2.74 5.57 161.2 2.89 
19.3 1440 | 296.8 3.57 324.3 3.34 218.9 3345.5 7335.8 3.37 2.34 7311.0 4.05 
30.5 BY 2.77 316.7 2.09 346.3 1.90 230.1 364.2 362.1 1.88 5.38 298.6 2.45 
75.4 $13.00 | 208.8 2.75 210.4 2.81 175.6 216.9 214.5 2.82 3.27 170.8 2.73 
76.6 Ff 3.21 361.5 2.53 381.5 2.26 277.1 398.6 7398.0 2.30 5.33 7313.5 2.95 
14.3} 5.77 | 141.7 4.69 140.9 4.57 444i. 1577 142.2 4.58 3.00 117.0 5.24 e@ 
71.8 $410 | 194.8 3.47 199.1 3.55 171.6 202.6 202.2 3.56 7.20 149.7 3.77 
95.4 BF} 3.95 242.6 3.27 256.2 3.02 195.4 271.5 ¥262.2 3.01 5.92 4196.2 3.73 
46.1 F} 4.92 192.7 3.60 196.0 3.20 146.1 206.5 7199.7 3.56 1.89 7168.8 4.52 
44.99) 337 | 275.1 12.64 288.9 12.41 242.4 $312.0 294.4 r2.41 7.94 189.0 2.71 
514 418 | 331.1 3.15 337.1 2.76 251.5 350.8 4341.6 2.76 1.97 4321.0 3.52 e 
15.6 ¥ 382 | 274.9 3.04 289.1 2.89 215.4 308. 296.3 2.91 4.39 231.6 3.43 
232.0 _ 325.9 — 358.9 a 231.9 388.1 373.0 —_ — a — 
93.1) — 191.9 — 193.6 a= 191.6 193.6 oa — — — ts 


























CAPITAL GAIN DISTRIBUTION column (18) represents the percentage of distribution, if any, from capital gains or any other 
’ sources, for the current annual period. 


COMPANIES ORGANIZED AFTER 1939 are given an initial index number on the date they commence business equal to the aver- 
age of all those stock or balanced funds in existence at the time. 











® Principal index begins after 1939 base date. ***Not included in balanced or stock average: 
+ Ex-dividend current month. Wisconsin Investment Co. balanced fund for too short a period. 
r Plus rights. Affiliated Fund is leverage company, but bank loans retired 2nd quarter 1950. 
| n New revised, series adjusted to Dec. 1939 base. Diversified Investment & National Income are partially invested in high 
* Date commenced operation as Mutual Company. income bonds and preferred stocks. 
** Became Balanced Fund in 1945. Column 19 for funds organized since 1946. 
(a) Does not reflect new acquisition cost. ****Name changed from Nesbett Fund. 
eae alt a , . (c) Regrouping awaits new detailed classifications. Dreyfus is a Flexible Fund with 
—- — tax adjustment will be made in a a stock policy; New England a Flexible Fund with a current balanced 
: policy. 
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(Continued from page 639) 
and Electronics Shares, Inc., 210,000 
shares are being underwritten at a price 
to the public of $10 per share. The fund 
will become an open-end company with 
redeemable shares at the time of de- 
livery of the stock originally offered 
which is expected to be about July 27. 


M.I.T. Cites Fiduciary 
Quality of Investments 


Referring to the survey of portfolio 
investments of common trust funds 
which was published in May TRUSTS AND 


EstaTEs, Vance Sanders and Co. in the 
July 2 issue of Brevits points out the fi- 
duciary investment character of the 
Massachusetts Investors Trust holdings. 
Of the common stocks in its portfolio, 
94 per cent are owned by one or more 
of the common trust funds included in 
the survey and these represent 98 per 
cent of M.I.T.’s total assets. Fourteen 
of the 20 most popular stocks held by 
the trust funds also appear in the mu- 
tual’s portfolio. 


As of the beginning of this year, a 
total of 10,554 fiduciary and _institu- 





How Many Times, 
When You’ve Had 
New Funds To Invest, 
Would You Have Given 
Your Right Arm 
For Help Like This? 


You surely know the kind of situation 
we have in mind. It’s usually an uncom- 
fortable spot to be in. You're up against 
the necessity of immediately invest- 
ing new funds—investing prudently, of 
course; and to achieve a particular 
objective. So, what do you do? You 
comb through your approved list to 
find the most suitabie current values 
for the job. And, more often than not, 
it’s a frustrating experience. Finally, 
perhaps, you make a stab in the dark... 
telling yourself that you'd give your 
right arm for time-saving, reliable, spe- 
cific information that would enable you 
to make your choice with confidence. 

As a member of the Studley, Shupert 
Trust Investment Council, you would 
receive such helpful, assuring informa- 
tion continuously in the form of the 
Council’s Relative Value Selections. 
And, like most Council Members, you’d 
probably find these data sheets so val- 
uable that you’d keep them on top of 
your desk for frequent reference . . . and 
not solely for trust-investment use, but 
also to aid individual clients and agency 
accounts seeking similar information. 

Yes, as a Council Member, you would 
have a so-called approved list: The 
Council’s Guidance List of Corporate 
Securities which consists of approxi- 





1ONS 
RELATIVE VALUE SELECT 


E VALUE SELECTIONS 


RELATIV 


mately 200 carefully selected bonds and 
preferred and common stocks. This List 
is completely re-appraised every four 
months. (Another example of the Coun- 
cil’s continuous assistance.) However, 
despite the uniformly high quality of the 
List, it is obvious that all items will not 
have equal appeal at the same time. 

Relative Value Selections, automati- 
cally furnished Council Members 
throughout the four-month intervals 
between re-appraisals, enable you to 
identify the Guidance List issues which 
are currently most attractive pricewise. 
No ... they are not bargains. They are 
precisely what their name implies: cur- 
rent relative values. With their accom- 
panying data, they definitely facilitate 
the exercise of good timing in picking 
stocks for particular objectives. 

Nearly 100 progressive community 
banks now have the advantage of this 
service and all other Council services— 
including individual assistance with indi- 
vidual problems—at an annual fee of 
only hundreds of dollars, NOT thou- 
sands, as you might expect. 

Truly, since its founding in 1948, 
the Studley, Shupert Trust Investment 
Council has revolutionized community 
bank trust facilities and services. More in- 
formation will be sent you upon request. 


STUDLEY, SHUPERT TRUST INVESTMENT 
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900 PROVIDENT TRUST BLDG., PHILADELPHIA 3, PA. 
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tional investors held 4,094,665 shares of 
M.I.T. valued at over $134 million as 


follows: 


No.of Shares Valu: 
Acc’ts Owned Dec. 31,’55 
Fiduciaries 
Individual ; 4674 1,154,491 $37,913,484 
Banks and Trust 
Companies. .. 2764 1,055,710 34,669,516 


7438 2,210,201 $72,583,000 


Nonprofit Corpora- 
tions, Funds, Etc., 
Organized for Chari- 
table Purposes 


Religious Organ- 


| ee 606 208,147 $ 6,835,547 
Homes and 

Hospitals ee 314 194,351 6,382,487 
Schools and 

Colleges __ 225 162,237 5,327,863 
Libraries -... bee 106 33,629 1,104,376 
Other Charities —__ 259 132,273 4,343,845 


1510 730,637 $23,994,118 


Other Institutional 
Investors 


Clubs,Lodges, ete. . 338 
Profit-Sharing, 

Pension Funds 

and Employee 


134,632 $ 4,421,315 


Benefit Plans _. 323 256,153 8,412,065 
Cemeteries  _....... 219 82,750 2,717,510 
Insurance Com- 

eee 71 79,476 2,609,992 
Investing Com- 

panies ; 45 86,738 2,848,476 
Other Institutions — 600 514,078 16,882,322 


1596 1,153,827 $37,891,680 


Over $1 Billion in Oil Stocks 


Total value of 136 oil stocks held by 
the 152 member funds of the National 
Association of Investment Companies 
was $1,178,924,000 at the end of the 
first quarter of 1956. This interest was 
equal to almost 12 per cent of total as- 
sets of the company membership, being 
aided by the heavy purchases of the 
group during the first three months of 
the year. The following are the twenty 
largest holdings according to value: 





Number of Dollar 
Companies Value 
Company Holding (000 omitted) 
1. Standard Oil (N.J.) 80 $122,577 
2. Amerada 29 89.600 
3. The Texas Co. : 49 86,229 
4. Standard Oil (Cal.) 57 76,167 
5. Continental Oil - 46 67,235 
6. Gulf Oil . 42 53,952 
7. Socony Mobil Oil - 57 46,377 
8. Shell Oil Co. _ 41 44,954 
9. Sinclair Oil ie Mae 42.973 
10. Phillips Petroleum 50 41,175 
11. Superior Oil Cal. _. 14 39,507 
12. Louisiana Land __. . 24 36,505 
13. Standard Oil (Ind.) 28 31,452 
14. Texas Pac. Coal _.. 15 31,415 
5. Cities Service _........ 23 29,856 
16. Seaboard Oil _....... 16 24,102 
ii. Ome On Ce. ... .. 2B 21,803 
18. Royal Dutch _......_ 26 23,761 
19. Sunray Mid-Cont. — 21 23,656 
20. Skelly Ou — 20 18,977 
Total 20 Stocks $952,273 
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PREFERRED STOCKS IN COMMON TRUST FUNDS 


Shares of 551 Companies Worth $214,000,000 


J PREFERRED STOCKS IN 205 COMMON 
a funds taken at the valuation 
dates nearest to December 31, 1955, 
numbered 551 different issues and were 
valued at over $213,700.000, according 
to an analysis just completed by Trusts 
anD Estates. This compares with aggre- 
gate value of $193,000,000 in the first 
quarter of 1955. The increase kept pace 
with the growth in the total assets of 
trust funds, since there was 
little change in the proportion of pre- 
ferreds held. Among discretionary type 
funds the preferred stock commitment 
moved up slightly from 10.3% of total 
portfolio to 10.9%. The aggregate re- 
stricted type portfolio showed a slight 
reduction in preferreds from 14.5% to 


14.2% 


conmmon 


During the year 7] issues were added 
to the list of preferred stocks selected, 





Top Ten Preferred Stocks 
First Last 
Company Quarter Quarter 
"55 "55 
Ra Gy (ere 43 55 
Consolidated Edison 5 44 42 
International 
Harvester 7... 30 37 
General Motors 5 _.... 34 33 
General Motors 3.75 — 31 31 
American Tobacco 6 _ 28 30 
Pacific Gas & El. 6 _.. 27 30 
Du Pont 4.50 . = 28 
Tide Water Assoc. 
On 420 ...... 22 28 
Westinghouse EI. 2a 27 











and 59 former holdings 
The wide diversity of investment 
selection appears in the fact that only 
one issue was chosen by as 


no longer ap- 
pear. 


many as 
one quarter of the funds. Fifteen other 
issues were selected by a tenth or more 


of the funds, while 168 were chosen by 
only one fund each. 


The 205 funds studied represent the 
funds at that time operated by 168 banks 
in 38 jurisdictions except for veterans 
and cemetery funds, and funds started 
within the year. The common. stock 
holdings and the aggregate portfolios 
were reported in the May issue (p. 449). 
The bond holdings will be published 
subsequently. 

While only two public utilities are 
represented among the ten most popular 
preferred stocks, the bulk of the pre- 
ferred holdings, as might be expected, 
are in the utility field. During the year 
Tide Water Associated Oil nosed out 
Celanese 4.50 for a place in the first ten. 
A list of the preferred stocks, as well as 
the Top Ten, is appended with the num- 
ber of funds holding each. 





PREFERRED STOCKS IN COMMON TRUST FUNDS 


(Figures represent number of funds holding; asterisk denotes convertible) 





1955 1955 1955 1955 
First Last First Last First Last First Last 
Quar. Quar. Quar. Quar. Quar. Quar. Quar. Quar. 
FINANCIAL Bridgeport Brass* 4.50 — 0 2 Foremost Dairies 4 2 lL US Se eee 5 8 
nueva | Pitaecune BOs 0 1 Canada Dry* 4.25 . iSsnaais.— a 2 Foremost Dairies 4% : 3 2 Liquid Carbonic* 3% ra 1 1 
Amevicnn Invest 8% - 4 4 Calumet & Hecla 4.75 ..._ 0 2 Fruehauf Trailer 400 .... 4 4 Lowenstein & Sons 4% .. 1 1 
eit. Miia Dida 4.64 0 2 Carnation 3% = 1 1 (Robert) Gair* 4.50 0 2 Lynchburg Foundry 4% 0 1 
Teenalicth tisneiaiiioniai 4% ; 1 1 Carrier 4% ont : 0 2 Gardner-Denver 4.00 1 1 (R.R.) Mallory* 4% 2 4 
din: di = 1 1 (3-1) Case 7 —— 1 1 General Cable 4.00 1 1 Mont Com. 4% ............... J 1 
Rendell We 93 g ~ Caterpillar Tractor 4. 20 Saban ae 19 General Controls 6 0 1 Mead Corp.* 4.30 . 2 1 
usenolc Inance 05% Q ‘ ¥ 1, Or 9 par oe P 
Houscholilaiinanee 4 4 A Celotex 5 _. 1 2 General Mills 5 ; 9 12 Melville Shoe 4.75 1 2 
Household Fi 4.40 9 9 Champion Paper & Fibre General Motors 3.75 31 31 Merck 3.50 tinea, Ta 6 
ousehole inance sien § ¢ x . = £ ‘ * 
ites Siiienk a — 5 4.50 aes 3 General Motors 5 34 33 Merck* 4 - Sail apt a 28 15 
P: Chatham Mfg. 4 eels 2 2 General Shoe 312 2 3 Merck 4.25 ~s 
ac. Amer. Investors 1.50 <, 1 . 1 Ti 4% 1 1 Mi lis-H > 
Peastienss Geek. teeen* Chicago Pneumatic Tool Genera ime inneapolis- oneywell Reg. 
2.00 3 9 3.00 wc 1 1 General Tire & Rubber AY 1 1 3.30 , a 8 
i ticesilt Ulan 475 i 0 } Clark Equipment “aes 0 1 General Tire & Rubber* 4% 0 2 Minnesota Mining & Mfg. 
aS Sey Lae .-- pea yodchaux Sugars 4.5 1 2 CE NET LSE EY, Be 
Seaboard Finance 5.00 — » *@ 2 Clevite 4 . : oO . 4 4 
Reitiinn Adseiienen & 1 1 Colgate- Palmolive 3. 50 6 8 Gold & Stock Telegraph 1. 00 1 1 National Biscuit " ae .-13 14 
eileen cong 5; 1 1 Compo Shoe Mach. 5 - 0 1 Great Western Sugar 7 3 4 National Container 1.25 PAR 1 
Sst Patiesned 9 70° Sa 6 6 Container Corp. of Amer. 4. 5 5 Hanes Knitting 5 WW 1 1 National Cylinder Gas 4%. 3 3 
i ear Continental Baking 5.50 _.._ 1 3 (M.A.) Hanna 4.25 os 10 6 National Distillers Prod* 
INDUSTRIALS Continental Can 3.75 . 9 9 (M.A.) Hanna 4.50 0 1 4% 7 ; x 10 
z said Cook Paint & Varnish 3.00 — 2 2 Harbison-Walker Refract 6. 1 2 National Gypsum 4% _..... 5 5 
Abbott Laboratories’ 4 _.. 9 8 Corn Products Refining 7 9 9 (HJZ.) Bens 345 .......... 2 3 National Lead 6 ......... 6 6 
Air Reduction* 4.30 - ae 9 Corning Glass 3% 1 2 Hercules Powder 5 ‘ 5 { See ia 7... 12 11 
Allegheny Ludlum Steel* Crane 3% __.. 6 8 Hershey Chocolate 44%, _ 6 5 National Supply 4% — 2 2 
4.375 _ a’ 1 Crown Cork & ‘Seal 2 00 - 2 2 Heyden Chemical 3% —. 1 1 Olin Mathieson* 4.25 _ 12 9 
Allis Chalmers Mfg.* * 4.08 17 9 Crown Zellerbach 4.20 14 14 Heyden Chemical 4.375 - 1 S Ce Pe ee, 2 
Aluminum Co. of Amer. 3.75 13. 15 Dana Corp. 3% 1 1 (R.) Hoe & Co. 1.00 - 1 1 Oxford Paper 5 ee ee 2 
American Brake Shoe* 4 _. 10 12 Deere 1.40 8 8 Hooker Electrochemical A. 25 0 3 Pet Milk 4% wie” 5 
American Can 7 - wisasec, 24 Diamond Alkali* a 40 x 5 6 Horn & Hardart 56 W. 4 4 (Chas.) Pfizer & Co.* 4 ee 11 
Ame a Cyanamid* 3%, ..23 21 Diamond Ice & Coal 5 —..... 3 2 Hudson Pulp & Paper 5 1 2 Phileo 3% Piinccceds ae 5 
Amer. Machine & Foundry Diamond Match 1.50 — 9 14 Hudson Pulp & Paper 5.12. 2 2 Philip Morris 3399 ........ 8 4 
‘ re 1 1 Dixie Cup* 5 ae 2 2 ITE Circuit Breaker 4.60 _.. 4 4 Philip Morris 4 — 8 10 
Amer. Sasicttn “Z 0 : bees i 9 10 Ingersoll-Rand 6 ___. 2 2 Quaker Oats 6 _. 7 6 
Amer. Potash & Chem. 4. 1 1 DaFoat 430 _. 28 28 Interchemical 4% i 3 Radio Corp. of Amer.* * 3. 50. 21 21 
Amer. Rad. & Stand. San. 7 1 1 Eastman Kodak 6 ___. 1 1 International Harvester q 30 37 Rayonier, Ine 2.00 —.. 4 2 
“ap er. Smelt. & Regn. 7 15 16 (Thomas A.) Edison 6% 1 1 International Min. & Chem. Rohm & Haas 4 _.. ie 3 
Amer. Sugar Refin. 7 a | 8 Ekco Products 4% 1 1 Eee ae Ee ee 1 Saint Regis Paper 4. 400A”. 2 2 
Anchor-Hocking Glass 4 _. 3 3 Endicott Johnson 4 _... . § 4 International Nickel 7 2 3 Scott Paper 3.40 3 3 
Armstrong Cork 3.75 7 8 Firestone Tire & Rubber 4% 8 5 International Paper 4 _.. 3 2 Scott Paper 4 5 5 
Beatrice Foods 4% ____. 8 10 Flintkote 4.00 = 4 4 International Silver 7 0 1 Sherwin Williams | 4 5 5 
(A.S.) Beek Shoe 4% —. 1 1 Food Machinery & Chem. * Jones & Laughlin Steel 5 2 4 South Porto Rico Sugar 8 2 2 
Beli & Howell 4%4 ee” 1 re | 4 Kaiser Aluminum & Chem. Spencer Chemical* 4.20 _.. 2 3 
Bethlehem Steel 7 ............ 15 17 Food Machinery & Chem. e Te: .. RE ee 0 18 Sperry Rand 4.50... 4 4 
Boig-Warner 3% 7 q S95 2 ee ROU Eee ee i 50. Jencanicieiienaiade ae 2 standard Brands 3.50 —...... 7 7 
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First Last First Last First Last First Last 
Quar. Quar. Quar. Quar. Quar. Quar. Quar. Quar. 
Stockley-Van Camp 5.00 —. 0 1 Alabama Power 4.20 4 4 General Tel. of Pa. 2.25 7 7 Pacific Lighting 4.50 .. 18 12 
Sylvania Elect. Prod. 4 ___ 1 3 Alabama Power 4.60 4 5 General Tel. of Southwest 5% 1 1 Pacific Lighting 4.75 eh 
Sylvania Elect. Prod.* 4.40. 2 2 Amer. Natural Gas 6 ___ 1 1 Georgia Power 4.60 _. 9 11 Pacific Pwr. & Lt. 6 —...... 1 1 
Ne ee eee 1 1 Appalachian Elect. Pwr. 4% 16 15 Georgia Power 4.92 4 4 Pacic Ta. & Tea. ¢ ........... 4 f 
ee 1 1 Arkansas Power & Lt. 4.32.. 1 1 Georgia Power 5.00 _ 3 3 Panhandle East. Pipeline 4. 3 
Thompson Products 4 _..... 6 7 Arkansas Power & Lt. 4.72. 0 5 Gulf Interstate Gas 6 ____ 1 3 Peninsular Tel. 1.00 — 1 1 
Tung Sol Elect. 4.30 1 3 Atlanta Gas Light 4.44 __ 0 2 Gel® Peover Aci 2 2 Peninsular Tel. 1.30 ee 2 
United Aircraft* __ FERPRE Teen 0 38 Atlanta Gas Light 4% ___ 1 2 Gulf States Utilities 4.20 _ 2 3 Penna. Elect. 3.70 _.... a 7 
United Aircraft* _ Saere e 14 8 Atlantic City Electric 4 _. 0 1 Gulf States Utilities 4.40 . 6 5 Penna. Elect. 8.80 —..... 0 1 
United Biscuit of Amer. 4.50 5 4 8altimore Gas & Elect. 4%. § 6 Gulf States Utilities 4.44 _ 1 2 Penna. Elect. 4.05 —.... -——- 1 
United Shoe Machinery 6.00 1 1 Baltimore Gas & Elect 4. 2 2 Hartford Gas8 1 1 Penna. Elect. 440 —___. 8 9 
= - aa % apaeaanaag : Black Hills Pwr. & Lt. 4.56 2 1 Hawaiian Elect. BB 1 1 Penna. Elect. 4.50 0. 1 1 
U. s. Plywood* 3.75B ede: rn g California Electric Power 3 0 1 Hawaiian Elect. C4% _. 1 . oe. : 
U. S. —s. 7 19 California Oregon Pwr. 4.70 2 2 Hawaiian Elect. D5 1 aS ee © ‘ 
U. S. Smelt. & ON aa 3 5 California Oregon Pwr. 6 _ 1 1 Hawaiian Elect. E5 1 1 Penna. Power 4.25 6 ° 
M4 z —'s a Pe Pe California Oregon Pwr. 7 _ 1 1 Hawaiian Tel. A 4.8 _.... 1 1 Penna. Power & Lt. 3.35 _.. 5 6 
Victor Chemical Works 850 8 2 Carolina Pwr. & Light 4.20 0 2 Houston Lighting & Pwr. 4 3 4 Penna. Power & Lt. 440 1014 
es go angeles ° : : Carolina Pwr. & Light 5 _ 4 4 Houston Natural Gas 5 2 2 Penna. Power & Lt. 4.50 15 ib : 
Wesson Oil & Snowdvifi® 4. 3 4 Cent. Illinois El. & Gas 4.10 8 8 Idaho Power 4 =s=s«g&~«=Ss g_—s Pema. Power @ Lt. 460. 3 3 
= . Eiesie Bieht 4% aga Philadelphia Elect. 1.00 — 5 3 
W. Va. Paulo & Paver 4.50 1 1 Cent. ois Light 2 6 7 Illinois Power 4.08 _.........._- 3 3 : 
° ° p per 4.50 .. “aa ee Philadelphia Elect. 3.80 ...... 18 16 
‘Weattnala Elect. 3.80 27 «(27 Cent. Illinois Pub. Serv. 4.92 1 1 Illinois Power 4.20 - 1 4 = = 
ghouse ect. 3. Pete | = y eae Philadelphia Elect. 4.30 — 4 4 
Whirl Ls 4.25 0 1 Cent. Louisiana Elect. 4% — 1 1 Illinois Power 4.26 2 3 a ; 
pool-Seeger 4.25 _... o ae Philadelphia Elect. 4.40 17 17 
Wieboldt Sto 4.25 1 1 Central Maine Pwr. 3.50 _ 1 1 Illinois Power 4.42 3 3 ms = 
ie res 4, as Se a is Philadelphia Elect. 4.68 - 14. 13 
White Mot 5.25 0 1 Central Pwr. & Lt. 4 0. 4 5 Illinois Power 4.70 7 6 - a 
ite Motor 5. ee és “ # - Philadelphia Sub. Water 
Werthinaton 4% si 4 Cent. Telephone 2.50 _. 1 1 Indiana & Mich. Elect. 4%.. 5 5 8 65 
York Corp.* 4.50 1 3 Cincinnati Gas & Elect. 4 6 7 Indianapolis Power & Lt. 4 0 2 Pe oad ™ ™ - t 1 
City Water Chattanooga 5 _ 1 1 International Utilities 140. 1 1 Philadelphia Sub. Water 
MERCHANDISING Cleveland Elect. Ilum. 4.5012 12 Interstate Power 4.36 8 . & 
: Colorado Interstate Gas 5 3 3 i af ap é 
eet BF ean Gee me eee 6 Re a 11 fees Binet. Bor, 000. 8 
American Bakeries* 44% —. 1 2 : : Jersey Central Pwr. & Lt. 4 4 5 Potomac Elect. Pwr. 3.60B. 1 1 
Associated Dry Goods 514 > g Columbus & So. O. El. 4.65. 1 1 e z : : 1 
x000S 04 . > Conn. Light & Power 2.00 .12 11 Kansas City Pwr. & Lt. 3.8 3 3 Public Service of Colo. 44% — 7 7 
Bullocks, Inc. 4... 2 S Conn. Edahs-& Power 2.46 1 , Kansas City Pwr. & Lt. 4 6 6 Public Service of Ind. 4.16. 3 5 
Colonial Stores _ Oe 1 2 Conn. Light &@ Power 2.09 + 0 1 Kansas City Pwr. & Lt. 4% 7 7 Public Service of Ind.* 4.20. 0 5 
Food Fair Stores 4.20 _. 3 4 Conn. Light & Power 2.20 P 1 1 Kansas City Pwr. & Lt. 4.20 3 4 Public Service of Ind. 4.32 eS a 
Gimbel Bros. Le Se 2 Goeth: Bites of &. ¥. 5 : 44 4g  Kamnsas-Neb. Natural Gas 5. 2 1 Public Service of Okla. 4 _. 1 1 
Grand Union — sincndictinnianen 1 Pe Gian, tie 226 | > 0 5 Kansas Power & Light 5 _. 0 1 Public Service of Okla. 4.24 0 2 
(W.T.) Grant OR 8 0 Kentucky Utilities 434 6 6 Public Service El. & Gas* 
Grayson-Robinson* 2.25 _. 0 1 Consumers Power 4.50 19 19 
Halle Bros. 2.40 1 yj Consumers Power 4.52 - 10 10 Lone Star Gas* 4.75 ae 7 1.48 So gee = S 
Hecht Co. 8% _........... 38 8 Dallas Power & Light4_... 2 3 Long Island Lighting 435. 6 6 — Service El. & Ges = 2 
een eee rar ; : Long Island Lighting 5 1 2 ang EF Es , . 
Jewel Tea 3% ee eo Se 1 Dallas Power & Light 4.24 . 4 4 a Public Service El. & Gas 
(R.H.) Macy & Co. 4% -..... 2 2 Dallas Power & Light 4% . 2 2 Louisiana Pwr. & Lt. 4.96 . 2 2 ar ervice El. as ; 
Marshall Field 4% . 2 eee eee ee eek. 1 8 oe ee - 2 tf ds fein BO a 
May Dept. Stores 3.40 —... 0 1 Dayton Pwr. & Lt. 3.75B — 1 1 Metropolitan Edison 3.80 _. 6 7 4.30 eee Se 0 3 
May Dept. St. 3.75 (1947) . 9 138 Dayton Pwr. & Lt. 3.90 3 3 Metropolitan Edison 3.85 _. 3 5 
May Dept. St. 3.75 (1945) — 0 1 Delaware Pwr. & Lt. 3.70 _. 4 4 Metropolitan Edison 3.90 _.13 13 Rochester Gas & Elect. 4 2 3 
McCrory Stores* 3.50 _...._ 8 4 Delaware Pwr. & Lt. 4.00 _ 3 3 Metropolitan Edison 4.35 5 7 Rochester Gas & Elect. 4.75 3 2 
Montgomery Ward 7 ....... 11 11 Delaware Pwr. & Lt. 4.56. 4 4 Metropolitan Edison 4.45 .. 5 5 Rochester Telephone 5 2 2 
Moore-Handley Hardware 5 1 1 Duquesne Light re 3 Mississippi Power 4.60 1 1 San Diego Gas & Elect. 4.40 1 1 
Neisner Bros. 4% 1 1 Duquesne Light SS 6 5 Mississippi Pwr. & Lt. 4.36 0 1 San Diego Gas & Elect. 4.50 4 4 
(J.J.) Newberry 3% 7 6 Duquesne Light 4.00 __ 16 15 Mississippi Pwr. & Lt. 4.56 0 2 San Diego Gas & Elect. 5.00 2 2 
Safeway Stores 4 14 16 Duquesne Light 4.10 _. 2 2 Missouri Power & Light 3.90 1 1 _ . 7 1 
Ss Jose W Works 4.75A 1 
a . é an Jose Water Works 4.75 
spend — _— co ; : —— arn a ; : en —_ — 4.30 1 1 San Jose Water Works 4.75B 1 1 
estern Auto Supply 4.80 .. . See eawere onongahela Power 4.40 _. 3 5 San Jose Water Works* 4.70 1 1 
Woodward & Lothrop 5 1 1 Durham Telephone 5% - 2 2 Monongahela Power 4.50 _. 2 2 Savannah Elect. & Pwr. 4.36 0 1 
P Durham Telephone 6 1 1 Monongahela Power 4.80 .. 2 3 Seranton Spring Brookwater 
ETROLEUM 
: : El Paso Natural Gas 4.10 .. 3 3 Narragansett Elect. 4% _. 5 4 4.10 Sieccticecee: oS 4 
Ashland Oil & Refining 1.50 2 2 El Paso Natural Gas* 4.40 6 11 Narragansett Elect. 4.64 1 2 Sierra Pacific Power 6 1 1 
Ashland poten Refining 5 - R. Bs El Paso Natural Gas 5.36 . 4 5 New England a 6 ks 2 2 South Carolina Elect. & Gas 
Atlantic Refining 3.75 —. li El Paso Natural Gas 5% _.. 3 3 ee ee a . 
: ve N. J. Power & Lt. 4 1 1 4.50 _. ——- 1 2 
Chicago Corp.* oo 1 1 £1 Paso Natural Gas 5.65 _. 9 o 2-3 Power @ 27.065... 1 1 South Pittsburgh Water 4% 1 1 
a —o 6... ; 7 Equitable Gas* 4.50 —.. 14 18 New Orleans Pub. Serv. 4% 1 1 South Pittsburgh Water 4.7. 2 2 
mandard Oil (Ohio) 375. 4 § Filerida Power 4.00... 8 38-—-N. Y. State Elect. & Gas 3% 5 5 Southern Calif. Edison — 
Stan on ? = (Ohio) 3.75 - 7 7 Florida Power 4.40 —- 8 8 N.Y. St. Elect. & Gas 440. 1 1 Original See : 3 
— 1 Heo Sate tgay : Florida Power 4.60 _......_ 2 2 N.Y. St. Elect. & Gas 4%. 3 3 Southern Calif. Edison 4.08. 3 3 
vappical Seiden: ti t Oil 415 0 20 Florida Power & Light 1.00 0 1 Niagara Mohawk Power 3.40 3 4 Southern Calif. Edison 4.32.. 11 10 
—wisetied abheon . one oh, ee 0 8 Florida Power & Light 4.32 0 1 Niagara Mohawk Power 3.60 6 7 Southern Calif. Edison* 4.48 2 3 
Tide W an : Oil 430. 22 «(8 Florida Power & Light 4.50 6 6 Niagara Mohawk Power 3.90 7 7 Southern Calif. Edison 4.88. 9 . 
ide Water Assoc. Oil 4.80.. Ni Mohawk P Southern Calif. Gas 6 —_.... 0 2 
General Telephone* 4.25 _. 0 6 oe ae Set Sef i 
Pusiic Uriiities ; Northern Illinois Gas 5.00 _ 1 3 Southern Continental Tel. 
General Telephone, Calif. 5. 1 1 Wek, Sek Suk. Ghee. 4.08 0 3 She et eerie 0 1 
Alabama Gas 3.50 — 1 1 General bane of es a ao 3 3 ie ton Pub. a 4%, ae 5 Southern Indiana Gas & 
aren ras ie Boe ee = Nor. Ind. Pub. Serv. 4% _- 8 3 Elect. 4.80 eee 1 1 
rs Northern Nat. Gas 5% __. 16 14 Southern Union Gas 4.25 _. 1 1 
oF 4 Northern States Pwr. 3.60 _ 6 6 Southern Union Gas 5 — 1 . 
Northern States Pwr. 4.10 .. 5 5 Southwestern Elect. Serv. 
: Northern States Pwr. 4.11 _ 9 9 4.40 1 . 
: : : i i : Southwestern Gas & Elect. 
Las : : : ; Ohio Edison 3.90 6 ce 0 1 
s F Ohio Edison 4.40 8 Southwestern Pub. Serv. 
Ohio Edison 4.44 5 2) ee een 1 1 
Ohio Edison 4.56 __ 4 Southwestern Pub. Serv. 
Ohio Power 4.20 1 ES ee A. 3 
Ohio Power 4.40 4 Southwestern Pub. Serv. 
Ohio Power 4.60 so 7 8 oT 2 RR ee 4 
Oklahoma Gas & Elect. 4.24 0 2 Southwestern Pub. Serv. 
Oklahoma Natural Gas 4.75 3 4 OO EES EL a: | 1 
Oklahoma Natural Gas 4.92 2 3 Southwestern Pub. Serv. 
Pacific Gas & Elect 4.36 _. 0 3 4.60 nD , 
x Pacific Gas & Elect. 4.50. 7 13 ‘Tampa Elect. 4.16 8 63 
Reproduction of scene, May 17, 1792, when the New York Stock — = 4 en “as rgd = vet Fe Tampa Elect. 4.32 ef : 
Exchange began under a buttonwood tree with 24 brokers signing pacite Gas ao 2 5 a oe + ie a er : 3 
ae eer sae = . — : ssi 2! 7 
an pe rome es minimum commissions. This year the pacific Gas & Elect. 5% 2 12 Gene, Ges Gemeteien 600 1 tf 
city presented the Exchange with a new tree _and a bronze Pacific Gas & Elect. 6 27 80 ‘Tenn. Gas Sranemission 466-6 7 
plaque to be embedded in the pavement at its base. Pacific Lighting 4.36 __ 0 1 Tenn. Gas Transmission 4.65 7 6 
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? 1955 1955 1955 1955 
First Last First Last First Last First Last 
Quar. Quar. Quar. Quar. Quar. Quar. Quar. Quar. 
Tenn. Gas Transmission 4.90 0 9 Union Elect. of Mo. 3.50 _. 5 5 Atlanta & Charlotte Airline Union Pacific R.R. 4 —... 2. 2 
Tenn. Gas Transmission 5.10 7 7 Union Elect. of Mo. 3.70 _. 1 1 | So Beer ie! ae 1 United N. J. R.R. & 
Tenn. Gas Transmission 5.12 2 2 Union Elect. of Mo. 4.00 _. 5 5 Atlantic Greyhound “ye ie 1 1 og... oa | 3 
Tenn. Gas Transmission 5.25 3 3 Union Elect. of Mo. 4.50 _. 9 10 Carolina, Clinchfield & Ohio Virginia Railway 6 — 6 11 
Texas Eastern Transmission* United Telephone of Pa. Rr joc ee ee 6 Wheeling & Lake Erie 
4.50 1 1 A4& 0 3 Chesapeake & Ohio Rwy.* RE. ee es 1 1 
Texas Eastern Transmission* Virginia Elect. & Power 3% ney. 4 
4.75 > - 1 4.20 4 4 Chicago, Rock Island & MISCELLANEOUS 
Texas Eastern Transmission | Virginia Elect. & Power ee ee 5 1 American Crystal Sugar 
5.00 a 0 3 Ie ikecteiepaseienctias 12 13 Colorado & Southern R.R. 4 0 1 . 3a eapbateicimeans’ “a 1 
Texas Eastern Transmission Washington Gas Light 4.25 7 g Greyhount (4% 3 3 American Snuff 61 1 
5.50 4 4 Washington Gas Light* 4.50 1 = Mab © 2 2 American Tobacco 6 —........28 30 
Texas Elect. Serv. 4 __. 2 3 West Penn. Power 4.10 _.. 5 5 Kansas City Southern Rwy. American Viscose 5 _... 19 3 
Texas Elect. Serv. 4.56 —._. 4 5 West Penn. Power 4.20 __. 6 6 Et A IRs eet DST CET 2 1 Avondale Mills 4.50 1 1 
Texas Elect. Serv. 4.64 Rees 2 2 West Penn. Power 4.50 __. 18 290 Nash. & Decatur GTD. _.. 1 1 Burlington Industries 4 —_ 2 2 
Texas Gas Transmission West Texas Utilities 4.40 _. 2 2 Norfolk & Western 4 _ 1 3 Burlington Industries 4% 0 1 
5.40 — 1 1 Wisconsin Elect. Power 3.60 1 1 North Penna. R.R. 4 __ 1 1 Celanese* 4% 25 «23 
Texas Power & ‘Light a. 1 1 Wisconsin Elect. Power 6 __ 2 2 Norwich & Worcester R.R. 8 1 1 Celanese 7 _ Pe a 1 1 
Texas Power & Light 4.56 _ 4 6 Winnusin Power & Light Phila., Germantown & Cluett Peabody* 4 ; ate 3 
Texas Power & Light 4.84 _ 1 1 Zan. 0 1 Norristown R.R. 6 _.. 1 1 Cluett Peabody 7 1 1 
Toledo Edison 4.25 5 7 Worcester County Elect. 4.44 1 1 Pitts., Ft. Wayne & (Geo. W.) Helme 7 2 2 
Toledo Edison 4.56 —._... 0 1 eh ee 3 Ligget & Myers 7 14 18 
Transcontinental Gas Pipe aed : Reading Co. 4 Ist eS 3 4 (P.) Lorillard 7 8 7 
no 16 — TRANSPORTATION Reading Co. 4 2nd... 3 +~=8~—s“~Pillsbury Mills 4 : 4 
Transcontinental Gas ‘Pipe Alabama Great Southern 6.. 1 1 Richmond, Fredericksburg (R.J.) Reynolds 3.60 — 12 138 
I UO a es 0 38 American Airlines* 3.50 . 5 3 & Potomac R.R. —_.. )=—0 1 (R.J.) Reynolds 4.50 _..... 18 .14 
Trunkline Gas 5.00 _. : 1 i Atchison, Topeka & S. Fe. 5 15 18 Southern Rwy. 5 eee sbet ou a 7 Universal Leaf 8 _ ae 3 3 
y 
DIRECTORS | 
| J.P MORGAN & CO. 
e | INCORPORATED 
HENRY C. ALEXANDER | ae . 
Chairman | NEW YORK 
H. P. DAVISON | ie 
President Condensed Statement of Condition June 30, 1956 
ARTHUR M. ANDERSON | 
I. C. R. ATKIN ASSETS 
Vice-President | — ae 14 ; 24? 266.222 
STEPHEN D. BECHTEL | ‘ash on ran ond ue from banks . ie a $242,2 eee 
President United States Government securities......... 170,324,005 
Bechtel Corporation State and municipal bonds and notes........ 53,651,874 
PAUL C. CABOT | Other bonds and securities. 10,769,876 
el President i Eawem Loans and bills purchased. 410,059,225 
e Street Investme or por | - = op 
née : se ; ne z | Accrued interest, accounts reseteahie, etc. 4,07 1,957 
eS 2. San R | Stock of the Federal Reserve Bank........... 1,800,000 
Morgan & Cie. Incorporated Investments in Morgan Grenfell § Co. 
CHARLES 8S. CHESTON Limited, Morgan §& Cie. Incorporated, : 
; 5 and 15 Broad Street Corporation........... 1,560,001 
— Fara =e Banking house. : Pe caucs 3,000,000 
The B. F. Goodrich Company Liability of pa ers on ‘enters 
RICHARD R. DEUPREE of credit and acceptances. .....ceccsceseees 20,939,188 
Chairman $919, 042,348 
The Procter & Gamble Company pvtithorl, wtice ss 
CHARLES D. DICKEY 
Chairman, Executive Committee LIABILITIES 
CARL Es a Deposits: U. S. Government.............+2... $$ 39,203,505 
resident 
The Gillette Company All other. Bee cat 680,219,204 
NW. D. JAY Official checks outstanding. ee cetenutnih asin weheee 70,487,654 
E Director $789, 910,363 
Morgan & Cie. Incorporated Bills payable. . 25,000,000 
DEVEREUX C. JOSEPHS Accounts payable, reserve ‘fer taxes, ‘ete. 6,737,786 
Chairman ding dl 
New York Life Insurance Company Acceptances anne ing and letters of steeletid 
‘ credit issue ; ; 1 
HOMAS S. LAMONT ’ ’ 
- VicoChoirmen Capital—300,000 shares. 30,000,000 
R. C. LEFFINGWELL agnkie . : as a a aoe 
ndivide rojits. ¥) 
L. F. McCOLLUM P 
President $919, 042, 042,348 
Continental Oil Company ——___—_—. 
GUSTAV METZMAN United States Government securities carried at $72,485,296 in 
| the above statement are pledged to qualify for fiduciary powers, to 
' JUNIUS S. MORGAN secure public monies as required by law, and for other purposes. 
| <r F. a JR. Member Federal Reserve System 
General Motors Corporation Member Federal Deposit Insurance Corporation 
| 
1 JAMES L. THOMSON 6 
Finance Committee : ~o 
| Hartford Fire Insurance Company MORGAN §& CIE. INCORPORATED 
| GEORGE WHITNEY 4, Place Vendéme, Paris, France 
| JOHN 8S. ZINSSER 
Vice-Chairman MORGAN GRENFELL §& CO. LIMITED 
| Merck & Co., Inc. ra . » - 
4 23, Great Winchester Street, London E. C. 2, England 
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“Favorite Fifty” 
in Common Trust Funds 


In amplification of the study of Com- 
mon Trust Fund equity holdings pub- 
lished in May (p.449), the total hold- 
ings of the top 50 corporation stocks 
have been calculated. The figures repre- 
sent the valuation dates nearest to Jan- 
uary 1, 1956 and January 31, 1955 (see 
T.&E. Aug. °55, p. 650). It should be 
noted that the increases are partly due 
to the growth of established funds and 
partly to the fact that the later study 
included 205 funds while the earlier one 
covered only 192. For purposes of ready 
reference, notations are appended where 
significant changes were made in stock 
capitalization between reporting dates. 


The variations in investment prefer- 
ence are not especially noteworthy, but 
Standard Oil (N.J.) turned in a stellar 
performance in moving to the number 
one position. There are only four in- 
stances of marked decline in acceptance 
—two in merchandising, one in manu- 
facturing and one in finance. 


4 A A 
@ Funds administered by the Minneapolis 
Foundation, which reached $4,338,744 on 
April 2, reflect the largest single year’s 
gain in the foundation’s 41-year history. 
First National and Northwestern Na- 
tional Banks act as trustees. 


New Common Trust Funds 


News of the establishment of the fol- 
lowing Common Trust Funds has reached 
TRUSTS AND ESTATES since the publica- 
tion of the list in the Jan. issue (p. 57): 


Institution Date Type* 


Farmers & Merchants 
National Bank 
Los Angeles _....-_--->_ 11-30-55 D 


Bank of California, N.A. 9-13-55 #£FII 

San Francisco ____..........- & CS 
Colorado National Bank 

Denver _......... .._ .._. . 21-56 V 
Bishop Trust Co. 12-1-55 FII 

Honoiuit: : & CS 
Harvard Trust Co. 

Cambridge, Mass. _____.11-1-55 D 
Bay Trust Co. 

Bay City, Mich. ___. _ 4-30-56 D 
Indian Head Natl. Bank 

Nashua, N. H. - _..12-15-55 D 
Central-Penn Natl. Bank 

Philadelphia ___ . 1-20-56 D 


The two funds of Philadelphia Na- 
tional Bank, listed in January as “D and 
L,” are actually both discretionary funds, 
one being used for common stock invest- 
ments and one for fixed income invest- 
ments. 


*Code: FII fixed income investments; CS com- 
mon stocks; D discretionary; V for veterans ac- 
counts; L legal. 


Fiduciary Stockholders 
Increasing 


A most effective presentation of the 
company’s ownership appears in the 1955 
annual report of Sinclair Oil Corpora- 
tion. It states that “the most striking 
trend in Sinclair stock ownership re- 
vealed by a comparison with 1951 regis- 
tration is the growing ownership by ‘pro. 
fessional investors’, the highly experi- 
enced managers of other people’s money, 
The study showed that a total of 445 
charitable and educational organizations,, 
(colleges, foundations, charitable funds, 
hospitals, ete.) owned 352,285 shares, 
more than twice as many shares as were 
held by this type of investor four years 
ago. Trustees, guardians and estates had 
increased their holdings to 489,623 shares 
from 352,463, and their number on the 
Company’s transfer books had risen from 
1,942 to 3,074.” 

The report points out that mutual 
fund owners are included on the Com- 
pany’s records under the heading of 
“nominees,” which includes other types 
of holders, as well, but Sinclair is in- 
cluded in the “favorite fifty” of mutual 
fund holdings as reported quarterly. 
Some of the “other types of holders” un- 
doubtedly are corporate trustees, which 
would swell the fiduciary figures even 
more. 

At the 1955 year-end, Sinclair regis- 
tered stockholders reached the all-time 
high total of 107,163. 





FAVORITE FIFTY COMMON STOCKS IN COMMON TRUST FUNDS 


No. of Funds 


Company Holding 


No. of Shares Held Company 


No. of Funds 


Holding No. of Shares Held 


1/1/56 1/31/55 1/1/56 1/31/55 1/1/56 1/31/55 1/1/56 1/31/55 
* Standard Oil (N. J.) 157 130 213,331 208,811 Dow Chemical 63 60 112,053 106,344 
‘Union Carbide & Carbon 15] 143 161,284. 161,645 (2% stk. div.) 
.General Motors —_ 151 138 415,030 176,783 Continental Oil 61 62 93,069 93,694 

(Split 3 for 1) International Paper 61 54 94,559 91,163 
Amer. Tel. & Tel. . 150 131 96,449 80.967 (59% stk. div.) 

General Electric 145 138 457,253 465.672 Owens Illinois Glass __. 61 59 dzZ.tao 39.620 
DuPont (& Christiana Sec.) _ 140 142 108,161 112,188 _ (Split 2 for 1) _ : oe R- 
Texas (138 «= 127-~Ss«181,072 —-:176,038 Guecenty Frost. - od ol 96,875 —— 
Phillips Petroleum 126 106 173,873 «145.668 Phila. Electric — 37 52 182,082 166,12 
Sears Roebuck _. ae oS CL = om 

(Split 3 for 1 plus 1% stock div.) PR i creep - ; os aalie 
Socony Mobil Oil SS eee an Fe he lUlUC lhc CC 
National Dairy Products 106 93 205,426 188.002 (Split 5 for 1) ayers ; ae = 
Westinghouse Electric __ 103 116 157,064 171,244 i Cestnal 54 50) 131.743 18.299 
1S | . 100 81 90,855 85,659 ‘ (Split <i : mee 
Kennecott Copper 87 84,109 78,522 Pitts ’ 7 : : ee _ 
General Foods S92 85—s«B190— 78,475 eee Sa Ste 4 3 1 BS 
First Natl. City Bank N.Y... 89 80 137,665 —«:135,756 a a ae) ; ; ; 
American Cyanamid ... 87 86 114,864 112,264 Continental Can 82 46 53,998 —_ 
Standard Oil (Ind.) - 7807s 20591 «= 185,158 «= Cleveland Elect. Mum. __ S20 SL 4,710 59,12 
Standard Oil (Cal.) _ 80 70 «123,032 «120,548 (Split 2 for 1) 

(5% stk. div.) Umeon Pacthe ...... 51 49 23.746 23,307 
Amer. Gas & Elect. 80 - 72 187,836 176,976 Virginia Elect. & Pwr. 50 44 118,943 113,873 
Johns Manville a7 67 69.353 64.653 Insur. Co. of No. Amer. _.. 50 48 57,213 59,127 

(Split 2 for 1) ee. | 47 125,343 42,153 
Allied Chem. & Dye 76 73 69,179 67.793 (Split 3 for 1) 

(5% stk. div.) Amer. Home Prod. 50 44 60,950 57,780 
SS a 75 75 127,574 136,332 i 47 99,660 98,616 

(4% stk. div.) Niagara Mohawk Pwr. ____ 49 48 98,090 97,990 
Commonwealth Edition 75 69 124,600 112,868 Pac. Gaa & Elect... ae 40 69.807 63,797 
International Harvester _ i 65 99,250 86.650 Chase Manhattan Bank a; “Mie 51 72,625 80,734 
National Lead —_.. 69 62 112,805 109,780 Cd. eineneiat 220 | AR 40 97,013 £6,063 
American Can ... mm . 64 68 133,570 154,690 F.. W. Woelwerth —..._.. 48 53 37.050 54,122 
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American-Marietta 


Shareowners are benefiting from 
a record-breaking 6 months 


SALES CLIMBED 


2% 


TO *85,950,601 
EARNINGS INCREASED 


40% 


TO $5,745,369 











American-Marietta’s Semi-annual Report contains “REE Copy of 
background information on the Company’s policy 4 Months Rep ort 
for growth and expansion. A copy of ‘‘What the 

Highway Program Means to American-Marietta”’ Sent on Request. 
will be sent to those requesting the Report. Write Dept. 15 


AMERICAN-MARIETTA COMPANY 


101 EAST ONTARIO STREET, CHICAGO 1f1, ILLINOIS 





Revelations in Progress Through Modern Research 


PAINTS + RESINS - CHEMICALS + METAL POWDERS - HOUSEHOLD PRODUCTS + BUILDING MATERIALS 
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SEALING UNLIMITED. 


N A SINGLE YEAR, more than fifty billion containers of every 
kind are sealed by the Darex “Flowed-in” Gasketing process 
shown here. 


In the process, perfected by the Dewey and Almy Chemical 
Company Division of W. R. Grace & Co., high- speed machines 
designed and supplied by the Division, stream in heat-bonding, 
liquid sealing compounds for industrial applications ranging 
from can lids to crankcases. Here and abroad twelve major 
Dewey and Almy plants supply an amazing variety of chemical 
and rubber specialties, all of which are “P roducts keyed to 
basic human needs.” 


Dewey and Almy is one of seven Grace chemical divisions 
pioneering new frontiers in chemistry. The development of 
these diversified facilities has made W. R. Grace & Co. one 
of the nation’s leading producers of essential chemicals. 


For copy of the 1955 Annual Report now available, write Dept. TE. 


W. R. GRACE & CO. 


Executive Offices: 7 Hanover Square, New York 5 





from pickles to paint 














ee R. GRACE & CO., backed by a 
century of experience in business and 
industry, continues to move’ ahead—in 
chemicals, agriculture and manufacturing 

in widespread Latin-American enter- 
prises ...in world trade, transportation 
and finance. 


CRYOVAC COMPANY DIVISION 
DAVISON CHEMICAL COMPANY DIVISION 
DEWEY AND ALMY CHEMICAL COMPANY DIVISION 
DEWEY AND ALMY OVERSEAS COMPANY DIVISION 
FOSTER AND KLEISER COMPANY 
GRACE CHEMICAL COMPANY DIVISION 


GRACE CHEMICAL RESEARCH 
AND DEVELOPMENT COMPANY DIVISION 


GRACE LINE INC. 


GRACE NATIONAL BANK OF NEW YORK 
POLYMER CHEMICALS DIVISION 
SOUTH AMERICAN GROUP 

















Symbol of Service \ Throughout the World 
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SURPRISING NUMBER AND VARIETY OF 
eeeutem are already engaging in 
some aspect of production or use of nu- 
clear energy. The public tends to think 
of the Atomic Age in the restricted sense 
of a military destructive force, or a 
possible future source of power genera- 
tion, by utility companies. Many recog- 
nize that this involves certain equipment 
manufacturers, but few probably realize 
either the scope of activities involved or 
the extent to which nuclear energy 
facilities are presently in use or under 
construction. 


A review of reports to stockholders, 
just made by the editors of TRUSTS AND 
EsTATES, as one index of the paths of 
progress in this generic field, shows well 
over a hundred utility companies par- 
ticipating in construction programs 
for reactor power stations, and prac- 
tically all others of appreciable size 
associated in group experimental work 
or studies. But perhaps even more signi- 
ficant is the roster of companies cur- 
rently using or experimenting with fis- 
sionable materials for such unrelated 
purposes as food preservation, metal, tex- 
tile. paper, etc., measurement and qual- 
ity control, radioactive vitamins, medi- 
cal treatment and research, polymeriza- 
tion of rubber, oil exploration and pro- 
cessing, chemical manufacturing, as well 
as for ship, plane and possibly rail trans- 
port. 


Excerpts from recent stockholder re- 
ports of 89 corporations are published 


below to illustrate the different types of 
companies and institutions involved in 
this new “industry” and the ways in 
Which its products are in use and in 


prospect. While many new companies 
have been born of this modern industrial 
revolution, and many small ones have 
taken a new lease on life, it is significant 
to see that progressive old-established 
Companies are recognizing nuclear en- 
erg, as an important phase of current 
Operations and one from which they ex- 
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NUCLEAR ENERGY REPORT 


Developments of Investment and Commercial Interest 


EDWARD R. TRAPNELL 


Associated with Bozell & Jacobs, Inc. 


NUCLEAR ENERGY AND ITS PRODUCTS 


Appearing in Wide Variety of Industries 


pect far-reaching developments in a not- 
distant future. 


The breeder reactor portion alone of 
one utility atomic installation is ex- 
pected to cost $41 million, and as one 
power company president summed up, 
“atomic energy promises to become com- 
petitive (cost-wise) with power from 
fossil fuels, especially in areas where 
transportation costs make coal and oil 
very expensive.” On the other hand, the 
head of a major oil company remarks 
that nuclear power will be a welcome 
supplement to oil in meeting the increas- 
ing needs, and states that 1.200 employ- 
ees of his company are currently en- 
gaged in nuclear research and operation. 


Typical of the achievements and the 
horizons of this new industry are the 
following excerpts, which also give a 
clue to the participation of these com- 
panies. . 


It is also evident that much time and 
expense will be required — as in basic 
research generally — before some of 
these undertakings are translated into 
profitable or even practical achievement. 
And, like the Genie of the Lamp, the 
release of nuclear energy brings serious 
problems of control. 





ABBOTT LABORATORIES 


. . . Expansion occurred at the plant 
established at Oak Ridge in 1951 to 
make standardized radioactive pharma- 
ceuticals out of fissionable materials. 
This . . . almost tripled potential capaci- 
ty ...A combination package of radio- 
active vitamin B-12 and intrinsic factor 
for use in diagnosis of pernicious anemia 

. eliminates need for such painful and 
complicated diagnostic procedures as re- 
moval of bone marrow. 


ACF INDUSTRIES 


Two plants and 1800 persons 
presently employed under contracts with 
the Atomic Energy Commission . . . Con- 
stantly increasing possibilities of com- 


mercial application of atomic energy, 
perhaps sooner than is generally antici- 
pated. 


ALABAMA POWER CO 


... Associated with thirteen other elec- 
tric utilities and eight manufacturing 
companies in a... demonstration atomic 
energy project, the first large-scale 
atomic power plant using a_breeder- 
reactor which produces more atomic fuel 
than it burns. Estimated cost $40,000,000; 
of this the Company proposes to con- 
tribute $800,000 over five years. It is not 
expected that the plant will produce 
power competitive with that from a con- 
ventional steam plant located in the 
Alabama coal fields. On the other hand, 
the experience in the design, construc- 
tion and operation of this plant will be 
invaluable when the time comes to locate 
atomic power plants on the Company’s 
system ... Research in the low tem- 
perture carbonization of coal .. ., if 
successful, will tend to keep coal com- 
petitive as a fuel for power plant opera- 
tion for many years to come. 


ALCO PRODUCTS, INC. 


. A number of projects were in- 
augurated, including ground breaking for 
the Army Package Power Reactor, ex- 
pected to be in operation by early 1957 

. also have designed a nuclear labora- 
tory for use in the APPR program, 
which will be erected at Schenectady 
early this year. 

. A second nuclear generating sta- 
tion has been designed for application 
to municipalities and small cooperative 
systems, and encouraging discussions on 
this plant have been held with power 
station operators . 


Company’s list of products for the 
atomic energy industry has grown: Con- 
trol-rod drives are being offered for ap- 
plication to various types of reactors, 
and the Company is producing sodium- 
to-air heat exchangers, stainless steel 
pressurizers, special steam generators 
and cold traps, and reactor vessels ... 


ALLIED CHEMICAL & DYE 


Supply a substantial number of the 
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chemicals used in the field of atomic 
energy ... plant at Hedges, Wash., which 
furnishes nitric acid, aluminum nitrate 
and aluminum sulfate for A.E.C. installa- 
tion at Hanford, believed to be the first 
privately-owned chemical plant erected 
exclusively to serve the needs of the Com. 
mission, 


In addition, chromium chemicals, hy- 
drofluoric acid and fluordides are sup- 
plied in quantity for use in the develop- 
ment of atomic energy ... also markets 
a full line of radiochemicals . . . These 
isotopes ... are of growing importance 
in medical and industrial research. 


ALLIS CHALMERS MFG. CO. 


Equipment made for the experimental 
boiling-water reactor power plant was 
shipped to the Argonne National Labora- 
tory ... continued participation in de- 
velopment of the first fast breeder re- 
actor for a 100,000-kw central station 
nuclear power plant. The swift and im- 
portant changes taking place in the 
power generation field are largely in the 
fuel or heat source... 


AMERICAN & FOREIGN POWER 


Announced initiation, October 7, 1955, 
of an atomic power program for Latin 
America and, shortly thereafter, invited 
bids on three 10,000-kilowatt atomic 
power plants for installation in three 
Latin-American countries ... A number 
of countries served by the Foreign Power 
System have taken steps toward nego- 
tiation with the United States of the 
bilateral agreements on atomic power 
which are prerequisite to the exportation 
of nuclear reactors and fuels ... 


AMERICAN GAS & ELECTRIC CO. 


. Intensively engaged in work in 
this new field. Atomic power will un- 
doubtedly become economical in high- 
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One of first portable atomic reactors in na- 
lion, in operation at Fort Worth plant of 
Convair, a division of General Dynamics 
Corporation, is shown here as tests are made 
near top of 70-foot beam on crane. It is 
hoisted to reduce amount of radiation which 
comes from reactor, then bounces off ground 
into nearby instruments. 
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General Electric’s model of Atomic-Electric System for turbine generation of city power. 


fuel-cost regions a good many years be- 
fore it will be economical on the AGE 
System, which is located in the heart 
of the largest bituminous coal fields . 

A growing number of our key engineers 
are being trained in nuclear theory and 
atomic reactor technology ... 


AMERICAN MACHINE & FOUNDRY 


A large part of AMF’s research, en- 
gineering and planning efforts are now 
in the field of industrial application of 
nuclear fission . . . Following four roads 
into the atomic future: 1. development 
of nuclear reactors for research, medical 
treatment, and small-scale power appli- 
cations — based on the principle of 
“unitized design,” or interchangeability 
of standardized components; 2. design 
and engineering of “packaged” atomic 
power plants, capable of being flown in 
parts to remote places such as mining 
areas and there assembled for lower-cost 
power production; 3. participation in 
government-sponsored research by lead- 
ing corporations into industrial applica- 
tions of atomic energy; and proposal for 
an industrial research reactor facility, 
to be owned and operated jointly by in- 
dustry in the New York area; 4. design, 
development and manufacture of remote 
control handling devices for radio-active 
materials and nuclear reactors. 


Contract signed to build a research 
reactor on the unitized design concept for 
the Battelle Memorial Institute ... to 
be built by a private manufacturer for 
another private user — predictions are 
that hundreds will be built in the next 
decade ... Use of beta ray gauges in 
AMF’s new Microfeed device for control 
of cigarette manufacture. 


AMERICAN RADIATOR & 
STANDARD SANITARY CORP. 


During the year established the Atomic 
Energy Division to coordinate design, 
development and manufacture of com- 
ponents and complete reactor systems 

Already received two small con- 
tracts . .. expect principal contribution 
for the near term, at least, will be in 
technical know-how .. . 


AMERICAN RESEARCH & 
DEVELOPMENT CORP. 


Electronuclear Corporation [subsidi- 
ary] will do consulting work in the fields 
of phvsics, chemistry, mathematics and 
related sciences .. . 


ARMOUR & CO. 


We have conducted studies involving 
the use of material from atomic energy 
sources in the irradiation of meat. Pre- 
liminary results indicate that irradiation 
improves keeping quality. 


To further irradiation research, Ar- 
mour & Co. with six other companies in 
different fields, is contributing to con- 
struction of a nuclear reactor for indus- 
trial research . . scheduled for com- 
pletion in 1956. 


ARO EQUIPMENT CORP. 


Sponsoring construction of an atomic 
reactor which will be operated by 
Armour Research Foundation of the IIli- 
nois Institute of Technology 


BABCOCK & WILCOX CO. 


... Will make complete nuclear steam 
generators from fuel elements through 
to turbine throttle . . . Awarded a con- 
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tract for the nuclear portion of the In- 
dian Point Nuclear Steam-Electric Gen- 
erating Station of Consolidated Edison 
Ed. » 2 

New Lynchburg plant to fabricate 
fuel elements and conduct other atomic 
energy activities . .. should be producing 
this year. Orders for nuclear fuel ele- 
ments have already been received. 

Atomic energy business also requires 
many other components besides reactors 
such as pressure vessels, heat exchangers 
and alloy piping, all of which can be 
manufactured in the Company’s existing 
fabricating shops. Eventually the Com- 
pany should profit from this business 
... Amount of atomic business in pros- 
pect believed to be considerable, particu- 
larly in view of the Navy’s recently an- 
nounced policy to use more and more 
atomic power plants in its ships... 
Research reactor sold to the University 
of Michigan should be in operation later 
this year and another similar but more 
powerful to the government of Brazil. 
Work on the Company’s contract to build 
the nuclear portion of Consolidated Edi- 
son atomic power plant is progess- 
me... 


BALDWIN-LIMA-HAMILTON 


We are carrying on the feasibility 
study of nuclear-powered locomotives in 
conjection with the consulting firm of 
Walter Kidde Nuclear Laboratories, Inc. 
While such a locomotive is now scien- 
tifically possible with a conventional re- 
actor, this would be difficult and perhaps 
dangerous. Our studies are, therefore, 
directed toward another approach... 


BECKMAN INSTRUMENTS 


... Rapidly increasing application of 
Beckman Instruments in measurement 
and research, in fields as diverse as 
medicine and nuclear power, agriculture 
and guided missiles ... 


BENDIX AVIATION CORP. 


Continued to operate for U.S. Govern- 
ment on a management-contract basis, 
Division of Kansas City producing in- 
strumentation and electrical devices for 
the A.E.C. ... 


BERYLLIUM CORP. 


Investigation of methods for the pro- 
duction of high purity beryllium for nu- 
clear purposes was completed in one of 
the major phases, low-temperature elec- 
trolysis as a means of producing flake 
metal . . . for pilot plant facilities for, 
forming and fabricating should be 
operating early in 1956. 


BLAW-KNOX 


During the year the company was re- 
tained to design first materials testing 
nucicar reactor for private industry. 


BUDD CO. 
Acquisition during the year of right 


to manufacture, sell and service the 
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isotope radiography machine formerly 
produced by Gamma Corp. This activity 
is relatively small, but serves as a base 
for further growth in the field of nuclear 
energy instrumentation . 


CARBORUNDUM CO. 


Rate of supply of zirconium to the 
Atomic Energy Commission was _in- 
creased from 150,000 to 200,000 pounds a 
year. Zirconium for use in commercial 
reactors, both domestic and foreign, was 
manufactured and shipped ... Novel 
ceramic materials have been developed 
which may find use in high temperature 
nuclear reactors. The growing impor- 
tance of boron carbide as a _ nuclear 


shielding material led to development of 
methods for its manufacture... 


CARRIER CORP. 


Last July made final shipments of 
multi-stage, axial flow compressors under 
a major contract with the A.E.C. While 
no present prospects for additional busi- 


ness of this type from the government, 


orders are being received from commer- 
cial users . . . Navy orders during the 
year called for equipment to improve 
“habitability,” especially on submarines 
— including the four new atomic “subs.” 


CINCINNATI GAS & ELECTRIC 


Through association with Atomic 
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Power Development Associates, Inc. and 
Power Reactor Development Co., partici- 
pating in developments in atomic power 
.. . Present developments indicate that 
atomic energy will be used only as a sub- 


stitute for present-day boiler fuels; 
therefore, only the boiler and fuel- 
handling equipment in the generation 
portion of total electric plant will be 
affected by its use. 


CLEVELAND ELECTRIC 
ILLUMINATING 


A breeder reactor design, developed 
during four years of research by 
A.P.D.A. member companies (including 
C.E.I.) has been approved for construc- 
tion by 15 private companies in the De- 
troit Edison Company’s service area. 


COMBUSTION ENGINEERING 


Work on the Nuclear Engineering and 
Development Center is well under way 
with initial operation scheduled for lat- 
ter part of this year .. . including a 
critical experiment facility for studying 
the physics and nuclear characteristics 
of reactor cores, a “hot” laboratory and 
a fuel element fabrication plant, with 
related metallurgical, chemical and phys- 
ical testing laboratories. 


Recently two more contracts received 
covering steam generators for a_ sub- 
marine reactor program ... Currently 
designing and manufacturing a substan- 
tial volume of heavy component work 
and our AEC-Navy contract for a sub- 
marine nuclear propulsion system has 
launched us well upon our long-term pro- 
gram for the development and manufac- 
ture of over-all reactor systems for every 
power use. 


COMMONWEALTH EDISON 


General Electric Co. has contracted to 
build our proposed 180,000 kilowatt nu- 
clear plant for $45,000,000 . . . scheduled 


for completion in 1960 ... We expect to 
continue to build and use conventional 
generating facilities. When economically 
feasible, however, we expect to provide 
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for an increasing part of our load growth 
through installation of nuclear facilities. 


CONSOLIDATED EDISON 


About a year ago we announced our 
intention of proceeding with the con- 
struction, with our own funds, of a 
generating station using nuclear fuels 
... One proposal (of supplier of heavy 
power production equipment) was at- 
tractive in that it appeared to produce 
an over-all result we hope will be reason- 
ably competitive with conventional plants 
in our area... Results of all work done 
so far are extremely encouraging ... 
it is expected actual construction work 
at the site will be started early in 1957. 


CONSUMERS POWER CO. 


The Company contributed $150,000 to 
Atomic Power Development Associates 
towards research in making use of nu- 
clear heat for electric generation ... 
participation in the organization of the 
Power Reactor Development Company, 
involving a commitment of $2,500,000 
over the next five years ... While it is 
not expected that the first reactor will 
be commercially feasible, high hopes are 
entertained that it will lead to such an 
attainment... 


CONTINENTAL CAN CO. 


Joined with other companies in a joint 
venture to establish a research nuclear 
reactor which will enable us to increase 
our studies in the possible-application of 
atomic energy to our products... 


CRANE CO. 


Use of atomic energy to produce power 
has ... already reached the stage of 
practical commercial use ... The control 
of radioactive materials requires valves 
of utmost dependability and efficiency. 
Aboard the atomic submarine Nautilus 
and in every nuclear reactor plant in 
this country, Crane equipment is being 
specified. One project alone which makes 
fuel for atomic plants required several 
million dollars worth of our materials. 





Model of nuclear-powered cargo ship and the reactor vessel assembly for a homogeneous 
reactor, built by Newport News Shipbuilding & Dry Dock Company. 
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DAYSTROM, INC. 


A line of eleven instruments for use 
in the atomic energy field was introduced 
this year. This gained recognition from 
the U.S. Government in an order for 
twenty instruments used at the Geneva 
“Atoms for Peace’ Conference. Numer- 
ous inquiries from commercial and edu- 
cational institutions have followed. 


DETROIT EDISON 


Considerable progress has been made 
in our atomic energy activities ... There 
will be more visible evidence of this in 
1956... By the end of 1955 Detroit 
Edison had spent on atomic energy de. 
velopments a total of $1,700,000 and has 
agreed to pay $750,000 to Atomic Power 
Development Associates, Inc. during 1956 

Contemplate if conditions of the 
proposal to the A.E.C. for the reactor 
are met Detroit Edison will contribute 
to P.R.D.C. (making a total of $6,250,- 
000) over a period of about five years 

. The estimated cost of the reactor 
portion of the plant is about $41,000,000 
. . . Our Company will build, own, and 
operate the conventional steam turbine- 
generator connected with the reactor. 
We will purchase the steam produced 
by the reactor, utilize it in our turbine- 
generator and transmit the electricity to 
our own power system. 


DOW CHEMICAL CO. 


We operate a plant for the Atomic 
Energy Commission at Rocky Flats, 
Colo. . . 


DU PONT CO. 


In 1950 the Company agreed to de- 
sign, construct, and operate the Savan- 
nah River Atomic Energy Plant near 
Aiken, a plant engineering project said 
to be unprecedented in size. In 1955 all 
production facilities .scheduled in the 
initial billion dollar project were in 
operation . . . In addition to production 
for national defense, radioactive cobalt is 
being produced in the Savannah River 
reactors. Principal interest in this ma- 
terial is for hospital treatment of can- 
cer, but it is potentially useful in other 
fields as a strong source of highly pene- 
trating radiation. The “heavy water” ex- 
traction plants at Dana and Savannah 
River are producing this effective neu- 
tron moderating material for research 
and power reactors for users at home 
and abroad... 


“DRESSER INDUSTRIES 


. . - Development of the basic neutron 
log which enables an experienced log in- 
terpreter to identify gas reservoirs in 
many areas. Deliberate, applied research 
resulted in the world’s’ smallest “atom 
smasher,” recently tested successfully . . - 
Incorporation of this miniature neutron 
generator in logging tools will make the 
neutron log even more useful, possibly to 
the point of permitting absolute identifi- 
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cation of fluids in the formation... An 
integrated Tracer Logging Service was 
introduced and quickly accepted by the 
industry this year. This is the culmina- 
tion of many years of research and close 


cooperation with the Atomic Energy 
Commission to develop practical radio- 
active tracer materials for oil field use. 


DUQUESNE LIGHT CoO. 


Construction of the Shippingport 
Atomic Power station has been proceed- 
ing satisfactorily . . . This will be the 
first full-scale atomic energy station ever 
built ... The Company is providing cer- 
tain elements of the reactor portion of 
the station, up to an aggregate of 
$5,000,000 . . . also the turbine generator 
portion It is expected that test 
operation of the station will begin, as 
originally planned in mid-1957. 


ELECTRIC BOND & SHARE CO. 


.. . Ebasco Services division ... Nu- 
clear engineering division staffed to ren- 
der complete services in this field since 
September 1955. Ebasco was among first 
to receive new Access Permit from AEC 
for restricted data on technology for 
peaceful use. 


FAIRCHILD CAMERA & 
INSTRUMENT CO. 


... Establishment of the Nuclear In- 
Strumentation Department to develop 
atomic energy controls such as station- 
ary and airborne reactor controls and 
air radiation monitoring devices 
growing commercial and military de- 
mands .., 


FLORIDA POWER CORP. 


Research has now progressed to the 
point where it is evident that atomic en- 
ergy has vast potentialities in many 
fields aside from national defense, not 
the least of which is its use as a heat 
Source in generating electric power. We 
feel that much further research and com- 
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Artist’s cutaway drawing of 
North American Aviation 
Co.’s Sodium Reactor Experi- 
ment under construction near 
Los Angeles. Letters indicate 
(A) underground nuclear 
reactor (shown in enlarged 
drawing at bottom right in- 
set); (B) power generating 
equipment; (C) reactor core 
where fission will generate 
heat; (D) liquid sodium ear- 
rying heat from reactor core; 
(E) motor for actuation of 
fission control rods; (F) 
heavy thermal insulation to 
reduce loss; (G) concrete 
shield to protect operating 
personnel. 
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mercial experience with the plants now 
being built will have to be analyzed be- 
fore costs can be competitive with fossil 
fuels .. . Our company has been helpful 
and very much interested in efforts of 
the University of Florida in acquiring a 
small atomic reactor for experimental 
purposes . 


FOSTER WHEELER 


During the past year activity in the 
nuclear field increased at a rapid rate. 
The most significant orders booked by 
the Nuclear Energy department were a 
research reactor for the University of 
California Radiation Laboratory and 
power reactor equipment for a nuclear- 
propelled surface ship. The backlog of 
orders increased materially during the 
year and prospects for additional new 
business are good. 


GENERAL DYNAMICS 


General Atomics became an operating 
Division in 1955... initial appropriation 
of up to $10,000,000 -for a Laboratory 
for Pure and Applied Science .. . al- 
ready at work on its first major project 
— development of more efficient and 
economical reactor systems ... In con- - 
nection with the development of an atomic 
airplane, a Convair-built research reactor 
was recently flown for the first time in 
a Convair-built intercontinental B-36 
bomber. Canadair has received a contract 
to design and construct a materials-test- 
ing research reactor for an agency of 
the Canadian Government. 


Activities of the Division include the 
design of an advanced medical research 
reactor ... and application of nuclear 
reactors to commercial ship propulsion 
... To anticipate changes resulting from 
advances in submarine design and to de- 
velop new scientific and technical con- 
cepts arising from the application of 
atomic energy to marine propulsion, 
Electric Boat has expanded greatly its 
research and development program. 


GENERAL ELECTRIC 


Beginning of development work on the 
world’s largest all-nuclear plant (180,000 
kw) .. . scheduled for completion by 
1960 for Commonwealth Edison of Chica- 
go and the Nuclear Power Group, Inc. 

Canada’s first atomic-electric plant 
will be built by Canadian General Elec- 
tric Co... . expected to produce 20,000 
kw. 

The free world’s first commercially dis- 
tributed atomic-electric power was pro- 
duced by GE on July 18, 1955, at West 
Milton, N. Y. The power source was the 
prototype of the nuclear reactor built 
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by the Company for the submarine “Sea- 
wolf.” The Company views atomic devel- 
opment as of great long-range potential, 
but does not expect it to yield a profit- 
able return for the share owners for 
a number of years to come. 


GENERAL PUBLIC UTILITIES CO. 


... Engaged in a study of the feasibil- 
ity of installing a nuclear power station 
at the earliest practicable date on our 
system Preliminary studies indi- 
cated that such a plant might prove 
economically feasible on the Manila Elec- 
tric system, where our highest fuel costs 
(about 55¢ per million Btu or 20¢ above 
highest on domestic system) are now 
experienced ... 


GOODYEAR TIRE & RUBBER CO. 


Goodyear Atomic Corp. observed start 
of its fourth year as operating contractor 
for the A.E.C.’s gaseous diffusion plant 
in Pike County, Ohio... A contract will 
be let for construction work on a feed 
plant; a chemical plant for conversion 
of highly purified uranium compounds 
into uranium hexafiuoride ... 


The rapid progress in atomic energy 
developments is leading to new frontiers 
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30 Rockefeller Plaza 
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DIVIDEND No. 34 


_ BOARD OF DIRECTORS 
has this day declared a regu- 
lar quarterly cash dividend of 
Forty-Two and One-Halt Cents 
(4244¢) per share on the capi- 
tal stock of the Company, pay- 
able on August 15, 1956 to 
stockholders of record at the 
close of business July 16, 1956. 


R. E. PALMER, Secretary 
June 14, 1956 
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BATTERIES, INC. 
SAINT PAUL, MINNESOTA 


Manufacturers of Automotive 
and Industrial Batteries 


DIVIDEND NOTICE 


The Board oN 
Directors today 
declared a dividend 

of 42'2¢ per share on 
Common Stock, payable 


August 1, to shareholders 
of record July 20, 1956. 


A. H. DAGGETT 


President 





June 11, 
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for radiation chemistry through the use 
of radioactive by-products from the re- 
actors. Radiation chemistry is applicable 
to many of the chemical reactions which 
are the basis of the rubber industry such 
as polymerizations and vulcanization ... 


JOY MANUFACTURING CO. 


Such previously little-known metals as 
uranium, thorium, zirconium, lithium, 
and others involved in nuclear energy de- 
velopments, together with the light struc- 
tural metals ... are rapidly expanding 
in use. 


KAISER INDUSTRIES CORP. 


Design and construction of nuclear en- 
gineering test reactor. 


MINNEAPOLIS-HONEY WELL 
REGULATOR CO. 


Growth of the use of industrial instru- 
ments in commercial atomic energy ap- 
plications was aided by a number of fac- 
tors in 1955... Approvals were obtained 
for construction of several additional re- 
actors, of both experimental and power 
generating types . .. Taking the long 
view, Honeywell is directing its engineer- 
ing toward growing participation in this 
market. 


MONSANTO CHEMICAL CO. 


Postwar, we continued our interest in 
chemical applications of neutrons and 
atomic power . .. Monsanto’s prime in- 
terests are neither in power production, 
per se, nor in constructing plant for 
others. Therefore . .. our efforts are 
now concentrated on using radiation for 
chemical reactions. We continue to oper- 
ate Mound Laboratory at Miamisburg, 
©: for the: A.B... ... 


PHILIP MORRIS, INC. 


... Technical personnel in 1955 broad- 
ened the scope of their activities in the 
fields of electronics and atomic energy, 
particularly in the area of quality con- 
trol. 


NATIONAL LEAD 


An advisory group has been created to 
promote and develop the sale of Company 
products in this new and rapidly growing 
field of business. Now operating three 


A.E.C. facilities concerned with phases 
ranging from ore to finished metallic 
shapes and forms... 


The $20,000,000 expansion of the Com. 
mission’s feed materials production cen. 
ter in Fernald, O., operated by a Com. 
pany subsidiary, produces highly puri- 
fied uranium and thorium metals, as wel] 
as compounds. Fernald is the final link 
in the chain of uranium and thorium sup. 
ply from mining to the fabrication of the 
metallic shapes and forms necessary in 
the Atomic Energy program, as well as 
the private enterprise power program .., 
A new process for the recovery of uran- 
ium from its ores, involving the concen- 
tration of uranium by resin-ion exchange 

. . has been put into operation. This 
new technique offers much promise for 
improvement of present milling methods 
for the economic recovery of uranium as 
well as other metals from low-grade ores, 


NATIONAL RESEARCH CORP. 


... We have concentrated our scien- 
tific and management talents almost en- 
tirely in the direction of developing our 
position as a supplier of special (nu- 
clear) materials and equipment. Our 
Metals Research Department has _ been 
active in the development of alloys for 
reactor use, and in devising new and im. 
proved vacuum melting techniques. Our 
Process Engineering Department is de- 
signing heavy water plants and consult- 
ing in nuclear power reactor design. 


NEW ENGLAND ELECTRIC SYSTEM 


Our Company has a 30 per cent share 
in the equity and power output of Yankee 
Atomic Electric Company .. . it is ex- 
pected that design and development work 
can proceed promptly and actual con- 
struction begin next year .. 


Our plans call for the location of a 
pressurized water reactor on a site along 
the Deerfield River in Rowe, Mass., 
eventual cost of the project estimated to 
be about $35,000,000. It is expected that 
the cost of power produced at this initial 
nuclear plant will be higher than power 
generated in a new plant using coal or 
oil. As the art develops, however, power 
from nuclear fission promises to become 
competitive with power generated from 
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OF DIVIDENDS 


~The Board of Directors of The Diamond Match Company 
on June 28, 1956, declared a regular quarterly dividend 
of 45¢ per share on the Common Stock. At the same meeting the 


Board also declared a quarterly dividend of 37'¥2c per 
share on the $1.50 Cumulative Preferred Stock. 
Both dividends are payable August 1, 

1956 to stockholders of record 

. July 10, 1956. 
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Esso research technicians, at new atomic 

radiation laboratory, measure engine wear 
by radioactive test piston ring. 


fossil fuels especially in areas like New 
England where high transportation costs 
make coal and oil very expensive... 


NEWPORT NEWS SHIPBUILDING 


The Company’s design and economic 
studies of the application of nuclear 
power to ship propulsion were consider- 
ably expanded during 1955... Construc- 
tion at the National Reactor Testing 
Station in Idaho of a prototype large ship 
nuclear-powered propulsion unit was 
authorized in 1955. Westinghouse Elec- 
tric Corp. is the prime contractor and 
will provide the nuclear power plan com- 
ponents; the Company, as a_sub-con- 
tractor is providing the design of the 
prototype hull section and the arrange- 
ment and shielding plans, and will in- 
stall the nuclear power plant items, pro- 
pulsion machinery and associated equip- 
ment in the hull section Other 
hew construction contemplated comprises 
principally 6 nuclear-powered submar- 
ines, a nuclear-powered guided missile 
light cruiser ... 


—_—_ 


NIAGARA MOHAWK POWER CO. 


A great deal of progress has been 
made in the design of many elements 
making up the fast breeder type of re- 
actor in which nuclear fuel will be used 
to generate steam . The Company 
plans to continue its part in the basic 
research studies so that by the time 
nuclear fuel can compete with coal, 
Niagara Mohawk will be in a better posi- 
tion to build and operate such plants. 


NORTH AMERICAN AVIATION 


During 1955 the company’s nuclear en- 
gineering and manufacturing organiza- 
tion, (Atomics International Division) 
initiated construction of the important 
Sodium Reactor Experiment and entered 
into contracts to construct the nation’s 
first private industrial research reactor 
and first medical reactor ... The reactor, 
scheduled to be ready for operation in 
the spring of 1956, will produce 20,000 
kilowatts of power in the form of heat. 
This can be converted to about 7,500 
kilowatts of electricity — enough to sup- 
ply a city of about 10,000 people... 
Seven nuclear reactors have been com- 
pleted or are being constructed by the 
division. 

The A.E.C. has approved in principle 
the proposal of the Consumers Public 
Power District of Nebraska to build a 
75,000 kilowatt power plant ... Under 
its proposal, Atomics International will 
design and contruct the reactor portion 
of the power plant ... The Division is 
now building the first atomic energy 
reactor specifically designed for medical 
treatment and research .. . operated by 
the Medical Center of the University of 
California at Los Angeles. In addition 
to producing gamma rays and neutrons 
for cancer therapy, the new reactor is 
designed to produce radiosotopes and 
radition for experimental preservation 
and sterilization of food and drugs. The 
reactor is expected to be completed with- 
in one year... The first reactor designed 
for industrial research is now being built 
for the Illinois Institute of Technology 
. . . Four other research reactors have 
been or are being built by Atomics Inter- 








Philadelphia 


DIVIDEND 





Insurance Company of North America 


The Board of Directors has declared a 
quarterly dividend of 62%c per share on 
the capital stock of the Company payable 


NO. July 16, 1956 to stockholders of record 
® at the close of business June 29, 1956. 
$ The Transfer Books will not be closed. 


June 12, 1956 





J. KENTON EISENBREY 
Secretary 
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national, all low-power, 
solution reactors. 


NORTHERN PACIFIC RAILWAY CO. 


.. . The Company received many in- 
quiries and a number of applications for 
uranium prospecting permits during 1955 
. . . Six prospecting permits issued and 
four others being processed. The most 
important uranium discoveries in North 
Dakota have been in lignite areas, where 
Northern Pacific has a substantial in- 
terest . . . Until such time as an eco- 
nomic procedure is found and a govern- 
ment buying program is established, no 
particular increase in the rate of ex- 
ploratory activity can be expected. 


NORTHERN STATES POWER CO. 


Recent studies made by the Company 
indicate that the cost of power from an 
atomic plant would be more expensive 
in this area than power from a conven- 
tional plant ... The Company and ‘three 
other power suppliers entered into an 
agreement with the University of Min- 
nesota for a joint research study of ‘the 
application of atomic energy to agricul- 
ture known as “Atoms for Agriculture.” 
The project should lead to greater effi- 
ciency on farms. 
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Southern California 


Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 


COMMON STOCK 
Dividend No. 186 
60 cents per share. 


PREFERENCE STOCK, 

4.48% CONVERTIBLE SERIES 
Dividend No. 37 

28 cents per share, 


PREFERENCE STOCK, 

4.56% CONVERTIBLE SERIES 
Dividend No. 33 

2812 cents per share. 


The above dividends are pay- 
able July 31, 1956, to stock- 
holders of record July 5. 
Checks will be mailed from 
the Company's office in Los 
Angeles, July 31. 


P, C, HALE, Treasurer 


June 15, 1956 
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PACIFIC GAS & ELECTRIC CO. 


After almost two years of intensive 
research, the Nuclear Power Group sub- 
mitted a proposal early in 1955 for a 
license to build a large-scale nuclear- 
electric power plant of the boiling water 
reactor type ... The plant, expected to 
be completed in 1960, will have a capacity 
of 180,000 kilowatts, and is the largest 
all-nuclear plant yet scheduled for con- 
struction ... Of the total estimated cost 
of $45 million, Commonwealth Edison Co. 
will pay $30 million, while all the mem- 
ber companies of the Group will share 
the balance of $15 million as a research 
and development expense. 


CHAS. PFIZER & CO. 


. . . Our research programs... will 
soon include an expansion of our studies 
in the chemical applications of atomic 
energy... 


PHILADELPHIA ELECTRIC CO. 


Through its activities in developing 
nuclear power to the point of economic 
feasibility, the Company is gaining 
knowledge and experience for the time 
when a practical commercial atomic- 
powered generating unit can be built on 
the P.E. System. 


PHILLIPS PETROLEUM 


Philips continues to operate the large 
Materials Testing Reactor Station (in 
Idaho) and several other facilities. The 
new reactor will meet a growing need in 
military and civilian reactor develop- 
ment programs. 

Participation continues in the Rocky 
Mountain Nuclear Power Study Group, 
which is investigating the technical and 
economic feasiblity of nuclear reactors 
for the production of usable radiation, 
electrical power, and fissionable and 
radioactive materials . . . Investigating 
possible application of atomic energy to 
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Radioactive tool bits 
being used by Sinclair 
Oil scientists to meas- 
ure the effectiveness 
of cutting oils. 





operations, including the feasibility of 
making new chemical products. 


Phillips interest in atomic energy... 
is evidenced by the 1,200 employees in 
atomic work in our laboratories and on 
our assignments from the A.E.C. Atomic 
energy, far from competing with or re- 
placing petroleum energy, will be a wel- 
come partner in supplying the soaring 
energy needs of the future. Developments 
from exploring the atom may well have 
important uses in the oil industry... 


PUBLIC SERVICE CO. OF COLORADO 


The Rocky Mountain Nuclear Power 
Study Group ... of which the Company 
is a member, is continuing its study of 
... nuclear reactor plants for generation 
of electric power and production of other 
useful products and services. 


PUGET SOUND POWER & LIGHT 


Puget Sound Utilities Council has a 
full-time study group at work, keeping 
abreast of new developments in this field 
. .. Current forecasts indicate that en- 
ergy produced by the use of a nuclear 
reactor may, in the foreseeable future, 
compete with conventional steam-electric 
but not presently planned hydro gener- 
ation. 


ROBERTSHAW-FULTON CONTROLS 


Atomic energy installations, Govern- 
ment and private, constitute a relatively 
new market for the Company. The first 
such installations at Oak Ridge, in the 
1940’s, contained special valves and other 
equipment furnished by our Fulton 
Sylphon Division. Today, both standard 
and custom-engineered products of the 
Company are used in nuclear reactors 
and affiliated equipment. These include 
packless valves, bellows, bellows as- 
semblies, and both metallic and plastic 
flexible seals ... 


SHELL OIL CO. 


. . . New insight into the behavior of 
refinery processing equipment has come 
from tests in plant units using radio. 
active tracers which “tag” the process 
streams or the catalyst. Such informa- 
tion leads to improvements in equipment 
design and plant operation. 


SINCLAIR OIL CORP. 


Sinclair completed plans in 1955 for 
a significant step in the application of 
atomic energy to petroleum research, A 
Radiation and Tracer Laboratory is due 
for completion this year at the Harvey, 
Ill. research center to investigate the ef. 
fects of high-level radiation on process- 
ing methods and finished products .. , 
Radioactive materials already are in use 
at the Harvey center, where new equip- 
ment was installed in 1955 to utilize 
radio-active tool bits to study the ef- 
ficiency of cutting oils. Radioactive piston 
rings are similarly employed to measure 
the wear prevention properties of engine 
lubricating oils. 


A. O. SMITH CORP. 


During the year we have organized an 
Atomic Energy Section .. . engaged in 
studying all possible applications of A. 
O. Smith products and processes in the 
Atomic energy field. It is also interested 
in the competitive complications of this 
form of energy to our present products 
and, finally, it is searching for additional 
and unusual products which we might 
logically supply for this new and tre- 
mendous industry. 


SOCONY MOBIL OIL CO. 


Pershaps the most important decision 
made by the Company in 1955 affecting 
research was to widen the scope of its 
nuclear program: 1. participating with 
a number of companies from other in- 
dustries in a project for the construction 
of a nuclear reactor for industrial re- 
search; 2. we will build and operate our 
own nuclear research laboratory adja- 
cent to it; 3. broadening efforts in ap- 
plying nuclear physics to the study of 
geological formations encountered in the 
search for crude oil. 

Our laboratories at Dallas, which have 
been using a Van de Graaff accelerator 
for several years in their study of sub- 
surface geological formations, are install- 
ing a much larger, 2-million-electron-volt 
unit of the same type .. . another unit 
of the larger size will be installed in 
our new nuclear research laboratory to 
provide high-energy electrons, protons 
and X-rays ... These facilities wil! en- 
able . . . application to exploration and 
production, refining of petroleum and 
petrochemicals. 


SOUTHERN CALIFORNIA EDISON 
The A.E.C. authorized the Company 
to negotiate a contract with a division 
of North American Aviation, Inc., 1 
connection with an experimental nuclear 
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reactor near Santa Susana. The Com- 
pany plans to install and operate gener- 
ating equipment which will produce elec- 
trical energy from the heat developed 
by the reactor . .. the first utility in 
California to produce electricity from 
atomic energy ... expected to be ready 
for trial operation in the summer of 
1956. While not important as a major 
source of electrical energy, this research 
and development project will be of great 
assistance in determining the technical 
and economical feasibility of construct- 
ing, at a later date, full-size nuclear in- 
stallations having the output of modern 
conventional power plants. 


SPERRY RAND CORP. 


... Ford Instrument Co. Division con- 
tinuing investigation of atomic plants for 
economic power. Conclusions now reached 
indicate that the most promising — from 
the viewpoint of sales potential, safety, 
and economical installation and opera- 
tion — is the closed-cycle, gas-cooled re- 
actor. Recently proposed to the A.E.C. 
to build a 15-megawatt reactor plant for 
Holyoke, Mass. More recently, proposal 
submitted to Maritime Administration to 
conduct feasibility study of using this 
type of reactor to propel a large ocean- 
going tanker. Design and manufacture 
of components for naval propulsion re- 
actors is continuing. Control drive 
mechanisms, which Ford designed and 
manufactured for the second atomic sub- 
marine, the USS Seawolf, have been de- 
livered. 


STANDARD OIL CO. (INDIANA) 


... We are studying the possible ways 
of using atomic energy to influence hy- 
dro-carbon conversions . . . also using 
radioactive materials in product research 
to follow the flow of catalysts in our re- 
fining units. 


STANDARD OIL CO. (N.J.) 


The first privately financed atomic 
laboratory in the oil industry is being 
built at the Esso Research Center in 
Linden, N. J. Its primary function, at 
first, will be the study of the application 
of gamma radiation to oil process and 
products, a field in which important 
developments are expected. 


STONE & WEBSTER ENGINEERING 


Continued its work on the Pressurized 
Water Reactor at Shippingport,. for 
Westinghonse Electric Corp., and on 
the Brookhaven National Laboratory 
Synchrotron ... Early in 1955 the En- 
gineering Corporation was retained by 
Alco Products, Inc., as engineer-construc- 
tor for a new U.S. Army atomic energy 
package power plant of approximately 
2000 kw capacity under construction at 
Fort Belvoir, Va., More recently the Cor- 
poration has been authorized by Com- 
bustion Engineering, Inc. to design and 
construct a nuclear engineering and de- 
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velopment center at a site in Windsor, 
Conn. 


SYLVANIA ELECTRIC PRODUCTS 


In a recent appraisal of the nation’s 
future in atomic power, Sylvania en- 
gineers estimated that progress will be 
gradual at the start, because of both 
economic and technical problems, but that 
25 years from now more than half of the 
power plants then building will be nu- 
clear powered. Our work in this field now 
includes the development and production 
of fuels, reactor components and ma- 
terials, and research on methods of 
separating and recovering spent fuels. 
In addition to important military pro- 
grams, we are participating in many 
commercial reactor projects... 


TEXAS CO. 


Further (research) additions are 
planned in 1956, including special nu- 
clear technological labortary. 


THOMPSON PRODUCTS 


It is apparent even at this early stage 
that commercial applications of the new 
giant force will eventually dwarf its 
military uses. Already a forward surge 
has begun in the field of electrical power 
generation. Transportation will come 
next ... The new Nuclear Products De- 
partment .. . will initially promote the 
sale of established Company products, 
modified to the special problems. 

At this time the Department is en- 
gaged in development work centered on 
quick-disconnect valve couplings, reactor 
control rod mechanisms, reactor regula- 
tions and control systems, mechanical and 
electronic weapon propulsion components, 
liquid metal pumps and other reactor 
components and accessories ... In longer 
range, the department will design, de- 


velop, produce and sell specialized com- 
ponents... 


UNION CARBIDE & CARBON CORP. 


All of our operating groups have an 
interest in this rapidly expanding field. 
During August of 1955, Union Carbide 
Nuclear Co. was established, is now 
operating the atomic energy installations 
owned by the U.S. Government at Oak 
Ridge and Paducah, and has taken over 
the mining and milling activities former- 
ly carried on by the United States 
Vanadium Co. Also operates the govern- 
ment-owned Oak Ridge National Labora- 
tory ... The corporation was selected by 
the A.E.C. to build and install a reactor 
of the “swimming pool” type for demon- 
stration at the International Conference 
on Peaceful Uses of Atomic Energy held 
in Geneva, Switzerland, in August, 1955. 

The Electrode, Carbons, and Batteries 
Group produces high-quality carbon and 
graphite products used in the permanent 
reactors at the atomic energy installa- 
tions. Many of our research laboratories 
are presently using isotopes in projects 
of an experimental nature and intend to 
continue fundamental research in this 
field. 


UNION ELECTRIC CO. OF MISSOURI 


For more than five years, your Com- 
pany has taken an active interest in the 
application of atomic energy to the pro- 
duction of electricity. Rapid progress was 
made in 1955 to demonstrate the feasi- 
bility of nuclear energy as a full-scale 
power producer ... Union Electric’s por- 
tion (of the Boiling Water Reactor Plant 
project) will amount to $2 million pay- 
able over a five-year period. 


UNITED AIRCRAFT 


Work on atomic-powered aircraft-en- 
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gine project has gone forward vigorously, 
under contracts with the Air Force and 
the A.E.C. and there have been steady 
and substantial increases in connection 
with them. 


UNITED SHOE MACHINERY CORP. 


. .. Accepted substantial contracts in- 
volving the design and construction of 
certain mechanisms for use in and with 
reactor installations . . Facility for 
testing these mechanisms currently un- 
der construction . . . and have organized 
an Atomic Power department to carry 
out the work. 


UNITED STATES RUBBER 


We joined with eight other non-com- 
petitive companies to plan, build and 
operate a nuclear research laboratory 
to apply, expand and develop advances 
in atomic energy to rubber, plastics, tex- 
tiles and chemicals ... 


UNITED STATES STEEL 


Because of its interest as a supplier 
of steel, cement and fabricated products 
to the growing peacetime atomic indus- 
try, U.S. Steel’s scientists are working 
at some of the national laboratories of 
the A.E.C.... Plans have been made to 
test some products in a research reactor. 
U. S. Steel is also studying various 
aspects of peacetime atomic energy with 
selected customers prominent in the 
atomic field. 


VANADIUM CORP. OF AMERICA 


Deliveries of uranium to the Atomic 
Energy Commission were increased last 
year ... Mining and milling of vanad- 
ium-uranium ores was expanded . 
Monument #2 ranks as one of the leading 
uranium producing properties in the 
area. 


VITRO CORP. 


Negotiations with the Atomic Energy 
Commission contemplate a further ex- 
pansion of facilities, a change in process, 
and an extension of the term of the con- 
tract . .. During the fall of the year, 
a pilot plant was completed to develop 
the commercial application of a solvent 
extraction process to uranium recoveries. 


WALWORTH CO. 


The new Research and Product Devel- 
opment Division’s research program will 
include . . . development and design of 
valves for use in nuclear reactors and 
reactor components ... To advance the 
research program, Walworth has re- 
tained as consultants specialists in phys- 
ical and process metallurgy, nuclear en- 
ergy... 


WESTERN UNION TELEGRAPH CO. 


The last step to broaden your Com- 
pany’s activities and interests in the elec- 
tronics and nucleonics field is the acqui- 
sition this month of a substantial inter- 
est in Technical Operations, Inc. of 
Arlington, Mass., a rapidly-growing man- 
ufacturing, research and development or- 
ganization specializing in the applica- 
tion of atomic energy and nuclear prin- 
ciples to commercial and military devices. 
The Arlington firm produces and manu- 
factures a wide variety of products, in- 
cluding radioactive isotopes for use by 
physicians and industrial technicians, 
medical instruments used in the treat- 
ment of eye disorders and tumors, and 
equipment employing radioactive ma- 
terials for taking pictures of metallic 
castings to discover flaws. 


WESTINGHOUSE ELECTRIC CORP. 
At the Bettis Plant, Pittsburgh, devel- 
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opment went forward on the nation’s 
first reactor for a large surface vessel, 
and also on reactors for fleet-type sub- 
marines . . . Westinghouse is building 
the nation’s first full-scale Atomic power 
plant for the generation of electricity 
... Plans are under way to build and 
equip a nuclear core manufacturing 
facility at Cheswick, Pa. In addition, the 
Atomic Equipment Department has ex- 
panded its original product line of canned 
motor pumps with the manufacture of 
special valves, control rod drive mechan- 
isms, and special reactor instrument and 
control equipment .. . joined with the 
Pennsylvania Power and Light Co. to 
develop atomic power plant generating 
at least 150,000 kilowatts ... Became the 
first American company to market an 
atomic power plant abroad. 


WEST PENN ELECTRIC CO. 


Ohio Valley Electric Corp. (formed in 
1952 by a group of fifteen independent 
electric utilities and parent companies 
... to build electric generating facilities 
and supply power under a long-term con- 
tract to the uranium diffusion project at 


‘Portsmouth, O.) expected completion in 


March 1956 ... Proceeds from the sales 
of power to A.E.C. and from sales of 
available power to the sponsoring utili- 
ties are to be sufficient for OVEC to meet 
all of its costs, including amortization 
of debt capital over a twenty-five year 
period in lieu of depreciation, and to 
earn a stated return on its common stock. 
OVEC’s facilities, which are presently 
estimated to cost not in excess of $389,- 
250,000, are being financed primarily by 
bonds and notes sold by it to banks and 
institutional investors... 


WORTHINGTON CORPORATION 


The design of pumps and steam cycle 
equipment for nuclear power plants is 
one of the major activities of Worthing- 
ton research engineers. We are currently 
participating in projects for the develop- 
ment of nuclear power for aircraft, elec- 
and merchant ships, and land-based elec- 
tric generating stations. Canned-rotor 
circulating pumps designed and built by 
Worthington for pressurized-water type 
nuclear reactors have successfully passed 
their operating tests. 


A A A 


@ Coal producers, two railroads and the 
United Mine Workers of America last 
month created a new $50,000,000 corpora- 
tion to buy ships to send coal overseas. 
C&O’s president, Walter J. Tuohy re- 
ported the venture at a coal industry 
meeting in Washington. Each of the 
three groups will contribute approximate- 
ly $16,700,000. European countries, which 
bought an average of 22,000,000 tons of 
American coal annually in the years 
1946-1955, increased to 27,000,000 last 
year and are expected to buy 42,000,000 
tons in 1956, 
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A certain result of sustained high level 
investment in production facilities is 
more robust competition. The economics 
of plant expansion involve extending 
capacity beyond today’s need in anticipa- 
tion of a greater tomorrow. To reach to- 
morrow’s capacity sooner, price reduc- 
tions provide a tempting short cut and 
desired volume is too frequently attained 
by shrinking profits. 

Some managements now speak of in- 
creased competition and a profit squeeze. 
We can anticipate that more will do so as 
new and efficient plants go into operation. 





ASSOCIATED DRY GOODS 
CORPORATION 


Rosert J. McKim, president 


“... the department store business is 


one of the most stable we have. There 
are comparatively few new ones; most 
have been established for many years. 
Lord & Taylor, for instance, has been 
operating under that name for 130 years 
and there are many others of similar 
age. Such a store, with good standing in 
the community, sufficient capital and ef- 
ficient management can and does per- 
form well when times are bad as well as 
when times are good.” 


From 9 major stores and 13 branches 
1956 sales should reach $220 million 
compared with $190 million in 1955 
and $154 million in 1954. Last year’s 
per share earnings of $3.54 brought an 
increase in dividends to $1.80 from the 
$1.60 rate in effect since 1946. 


Associated plans growth through new 
branch stores and acquisition of other 
properties, with geographic diversifica- 
tion a major objective. 


Before New York Society of Security 
Analysts, June 26. 


BUTLER BROTHERS 
Hans DirisHEm™, chairman of the board 


“Barring unforeseen happenings in 
the economy we should show around 
$2.50 a share in 1956 from merchandis- 
ing alone. We are pretty much convinced 
that under normal circumstances, we 
will be able for many years to come to 
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pay cash dividends of $1.40 and to have 
our stockholders participate in eventual 
earnings above $2.50 a share in the form 
of stock dividends or some other kind 
of tax free distribution.” 


Before New York Society of Security 
Analysts, June 7. 


CLARK EQUIPMENT COMPANY 
GEORGE SPATTA, president 


Sales and earnings for the first 6 
months of 1956 are expected to reach 
new highs, but earnings will not increase 
proportionally. Sales of $45 million in 
the first quarter produced $1.13 a com- 
mon share. 


“Profits are being squeezed by in- 
creased labor costs, rising costs of raw 
materials and the general upward trend 
in costs of doing business.” 


Before Financial Analysts Society of 
Detroit, June 8. 


FEDERATED DEPARTMENT 
STORES, INC. 


Joun F. LEBor, vice president and 
treasurer. 


Inventories do not present a problem 
and should be in “excellent shape with- 
in the next 30 days.” Earnings for the 
next to largest department store group 
operating in major cities should exceed 
the $7 million earned in the first half of 
1955 in spite of the first quarter drop. 


Before St. Louis Society of Financial 
Analysts, June 20. 


FLORIDA POWER CORPORATION 
W. J. Ciapp, president 


Serving 31 Florida counties that in- 
clude two of the three fastest growing 
areas in the state, Company has in- 
creased revenues 341% in the past 10 
years as compared with national in- 
crease in electric utility revenues of 
140%: in dollars $45 million in 1956 
and $10.5 million in 1945, 


1956 budgeted earnings are $2.69 
compared with $2.30 a share reported in 


1955. Pay-out has run between 70% and 
75%. Present annual rate is $1.60. 


“The area which we are fortunate 
to live in and serve is standing on the 
threshold of tremendous opportunities. 
Its economy is not based on tourists or 
one crop agriculture, but is well diver- 
sified and is now a year-round economy. 
Population growth will continue and the 
territory’s industrial potential will inten~ 
sify.” 

Before New York Society of Security 
Analysts, June 20. 


GENERAL TIRE & RUBBER 
COMPANY 


M. G. O’NEILL, executive assistant to the 
president. 


Regarded as a “broadly diversified” 
company tires and rubber products still 
represent 65% of total volume. Replace- 
ment tire sales have been supplemented 
by entry into the original equipment 


field for passenger cars in 1955. 


Rubber air springs are in prospect for 
passenger cars. General Tire now leads 
in air spring production for trucks and 
expects to maintain its leadership when 
air springs are a “must” for passenger 
cars. 
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B&O dresses up cover of annual report 
with facsimile stock certificate. 
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United States Steel Corporation’s new research unit at Monroe- General Motors Corporation’s new $150,000,000 Technical Center 


ville, Pa., formally unveiled in May. Largest in the industry, it 
studies both fundamental and applied research ranging from new 
alloys for supersonic aircraft to chemicals derived from coal. The 
Company is seeking to develop markets for plastic-coated steel, and 
is experimenting with aluminum-coated steel, according to chair- 
man Roger M. Blough’s remarks to visitors on dedication day. 


at Warren, Mich., dedicated May 16, 1956. Started in 1949, it is 
the largest and most modern research facility developed by in- 
dustry, including buildings and working equipment for 4,000 re- 
searchers. The center has divisions for styling, engineering, process 
development and service. Among present highlights is the first 
successful mechanical heart ever used in heart surgery. 





Showing profits in every year of its 
40 year history except 1931, 1955 sales 
reached $296 million compared with $87 
million ten years earlier. 

General’s philosophy of acquisition is 
to acquire trained management, cus- 
tomers, equipment, products, and in 
some instances, favorable tax situations 
by acquiring going concerns. The com- 
pany thereby avoids problems of build- 
ing plants, training an organization and 
determining a new management policy. 

Before New York Society of Security 
Analysts, June 14. 


ILLINOIS CENTRAL RAILROAD 
Wayne A. JOHNSTON, president 


Net of $8.65 a share is projected for 
1956 compared with $8.61 for 1955 in 
spite of increased payrolls. Cash _bal- 
ances of $71.5 million and working 
capital of $57.5 million are forecast for 
the year end. 


70 new diesels and 2,000 new freight 
cars in 1957 will require $6.5 million 
cash to cover 25% of the cost, the bal- 
ance to come from sale of equipment 
certificates. 


The future of Illinois Central and of 
all rail transportation is related to what 
is going to happen to transportation 
law. 

“Transportation law has fallen help- 
lessly behind the times. We are regu- 
lated as though we were a monopoly, 
when the fact of the matter is there now 
is intense competition. Yet two-thirds of 
our competitors on the highway and 
well over 90% of the waterways are un- 
regulated .. . 


“For the first time we will have a 
chance to compete on a fair basis if the 
law is changed. Our opponents are using 
a smoke screen of inflammatory state- 
ments. They call reform bills “a hunting 


license to destroy competition” ... “a 
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booby trap for small business” .. . “a 
return to jungle law.” The simple fact is 
that our competitors do not want to com- 
pete on an equal basis . . . Will we or 
will we not have true competition in 
transportation ?” 


Before New York Society of Security 
Analysts, June 8. 


MINUTE MAID CORPORATION 
Joun M. Fox, president 


Annual sales of $300 million by 1960 
are projected, compared to present $120 
million, growth to come primarily from 
frozen products other than citrus con- 
centrates. 


Earnings for fiscal 1956 will be be- 
low $2.64 reported for fiscal 1955. High- 
er prices have been paid citrus growers 
but product prices have been kept down 
by competition. 


Before St. Louis Society of Financial 
Analysts, June 28. 


RAYONIER INCORPORATED 
CrypE B. Morean, president 


“For the past two years we have been 
living in an atmosphere of greatly in- 
tensified competition. Since June 1954 
three large, new chemical cellulose 
plants, including our first mill at Jesup, 
Georgia, have begun production and 
these are in addition to the other com- 
petitive mills brought into production in 
1952 and 1953. This makes five large, 
new chemical cellulose plants in less 
than five years. These competitive mills 
are efficient, well managed and backed 
by good research and sales know-how. 


“Strangely enough, we welcome this 
increased competition because we be- 
lieve that the combined efforts of a num- 
ber of producers will benefit the entire 
industry over the long pull. Further- 
more, to have our judgment in the fu- 
ture growth of the cellulose-using indus- 


tries confirmed by other company man- 
agements who have been willing to put 
large amounts of cash on the line to 
back their faith is, to say the least, en- 
couraging.” 


Company has attained its planned di- 
versification including the development 
of foreign markets. 40% of Rayonier’s 
production is now sold outside of North 
America. Lumber, including shingles, 
are important revenue producers. “Sil- 
vi-chemicals” derived from wood proc- 
essing are trending upward in sales. 
Rayonier estimates its timber reserves 
as sufficient to meet requirements in per- 
petuity even with greatly 
capacity. 


expanded 


Before New York Society of Security 
Analysts, June 5. 


ROYAL McBEE CORPORATION 
Puitie M. ZENNER, president 


For the fiscal year ended July 31 
profits of over $3.00 a share are indi- 
cated with sales 10% above the preced- 
ing year. 


Royal Precision Corp., founded in 
January and owned jointly with General 
Precision Equipment Corporation, ex- 
pects to develop a family of computers 
for medium and smaller application. $1 
million will be invested in this operation 
during 1956. Profits are not expected un- 
til 1958 but thereafter this investment 
should contribute handsomely to com- 
pany progress. 


Sales of electric typewriters intro- 
duced in the fall of 1954 are 195% 
ahead of last year. Importation of for- 
eign typewriters may cause the industry 
to seek tariff protection or to concentrate 
production in foreign subsidiaries with 
lower labor costs. 


Before New York Society of Security 
Analysts, June 19. 
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TRUST PERSONNEL CHANGES 


ALABAMA 


Birmingham Albert D. Smith appointed asst. trust 
BIRMINGHAM TRUST officer. 
NATIONAL BANK 


CALIFORNIA 


Los Angeles Homer B. Newman elected asst. trust 
CITIZENS NATIONAL officer, previously having been asst. 
Trust & SAVINGS secretary. 

BANK 
San Francisco, Marvin H. Miller of the San Fran- 


Santa Rosa & Eureka cisco head office, and Monty Brine of 
BANK OF AMERICA’ the Santa Rosa branch, advanced to 






GEORGIA 


Atlanta W. Ray Walker promoted from asst. 


CITIZENS & SOUTH- trust officer to asst. comptroller; Ed- . 


ERN NATL. BANK ward A. George and T. J. Monroe, 


Jr., to asst. trust officers. 


N. Baxter Maddox, who heads the 
trust department, elected senior vice 
president. Upon graduation from the 
U. of Virginia in 1923, he served ten 
years with First National, resigning to become general agent 
for the Connecticut Mutual Life Insurance Co. He returned 
to the bank in 1941, and in 1953-54 was president of the Trust 
Division of the American Bankers Association. Past Presi- 


Atlanta 
FIRST 
NATIONAL BANK 









































N.T. & S.A. trust officer; F. C. Jordan, Jr., super- dent of the Atlanta Clearing House Association, Maddox 
vf visor of the Eureka district, advanced is the third generation of his family to be active in the First 
from asst. trust officer to trust officer. National Bank. His grandfather was founder of one of the 
ooh San Francisco W. Edward Bell joined the investment ae na ORR NE SSR erw  RO OT TE 
CROCKER-ANGLO analysis department at the head office ; e 
to NATIONAL BANK as asst. vice president. With an Augusta Charles S. Daley elected vice president 
en M.B.A. degree from Stanford Gradu- FIRST and asst. trust officer. 
ate School of Business, Bell has had 15 years of banking ex- NATIONAL BANK 
a perience in investment and security analysis and three years ILLINOIS 
ent ss Seoumaad renee Chicago Rhys P. Brown, assistant secretary in 
s The new title of trust investment officer was given to NORTHERN the trust department, made second vice 
rth Francis E. Barton, formerly asst. trust officer at head office, Trust Co. president. 
les, et Ee Sone ae Ee 5 Ry Sinees ee, Chicago William P. Scott, asst. vice president, 
Sil- CONNECTICUT LASALLE assumes responsibility of the bank’s. 
_ Greenwich Whitney W. Merrill became asst. Raa TAR business development Gepartment, for. | 
les a 3 , merly under the direction of Keith G. 
GREENWICH trust officer. Entering the practice of Cone, who has been placed in charge of a new loan division 
‘ves TrusT Co. law in 1939, he was with the trust de- , " 
yer- partment of Chase Manhattan Bank INDIANA 
ded from 1946 to 1955, and for the past year in the trust de- esemend Leo R. Boyle elected trust officer, hav- 
partment of the FEDERATION BANK & Trust Co., New York. CALUMET ing recently resigned after ten years 
“ith NATIONAL BANK as trust officer of the FIRST NATIONAL 
oo aemendeieeas BANK & Trust Co., South Bend. i 
Wilmington Hugh A. George and Harlan Scott 
EQUITABLE SECUR- promoted to trust investment officers. IOWA 
ity Trust Co. Cedar Rapids Robert L. Ledwith promoted to asst. 
MERCHANTS trust officer; Omer A. Kearney re- 
3] —_ FLORIDA NATIONAL BANK tired as trust officer after 35 years 
; Miami Lewis W. Smith elected asst. trust of- with the bank. 
ndi- First NATIONAL ficer, and will now deal in estate plan- ; 
ced- BANK ning as well as continue to supervise KANSAS 
the tax division of the trust depart- Hutchinson H. E. Woods advanced from executive 
in ment. Before joining First National in 1954, Smith worked AMERICAN vice president to president, succeeding ; 
at Bankers Trust Co., New York Trust Co., and Irving Trust NATIONAL BANK E. P. Bradley, now chairman. | 
aa Co., all in New York. Wichita Ed Duguid elected asst. trust offi- : 
: Sarasota James W. McKinney appointed to the FIRST cer. 
_ PALMER FIRST new post of trust investment officer. NATIONAL BANK 
\. $1 NATIONAL BANK McKinney comes to Sarasota with a 
ation & Trust Co. background of some twenty years in KENTUCKY 
1 un- the investment field, most recently Winchester Robert M. Fisher, trust officer and 
ment with Thomson & McKinnon in Charlotte, N. C. Before that he PEOPLES STATE asst. cashier, promoted to cashier. 
com: was with Fiduciary Counsel, Inc., and J. P. Morgan Co. BANK & TrRusT Co. 
ntro- 
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MARYLAND 


Elected trust officers: Edwin C. 
Holden, Jr., Richard J. Watts and 
James A. Gary, III. 


Baltimore 
MERCANTILE-SAFE 
DEPosIT & TR. Co. 


MASSACHUSETTS 


Promoted to trust officer was Leonard 
G. Locke; elected assistant secretary, 
William O. Gledhill, Jr., Richard H. 
LaFleur, and Richard H. Hammond; 
and asst. trust officer, Walter Duncan, 
Jr. 


Boston 
SECOND BANK- 
STATE STREET 
TRUST Co. 


MICHIGAN 


Promoted to asst. trust officers were: 
James E. Adams & Donald S. Green 
(administrative assistants), Robert R. 
Gerity (senior investment analyst), 
and Walter F. Stahlbush, manager of the trust accounting 
division). 


Detroit 
NATIONAL BANK 
OF DETROIT 


MISSOURI 


Kansas City Gerald M. Lively, who has been an 
City NATIONAL attorney in the general legal depart- 
BANK & TRUST Co. ment of Southwestern Bell Telephone 

Co., St. Louis, joined the staff as a 
trust officer; Charles K. Franks promoted to asst. trust officer. 

A graduate of Washington and Lee U., Lively obtained his 

doctor of laws degree from the U. of Michigan Law School. 

Franks, in the trust department since 1955, formerly taught 

in the Kansas City, Kansas, public schools. 


St. Louis 
MUTUAL BANK 
& Trust Co. 


Robert L. Doelling named asst. trust 
officer. 


NEBRASKA 


D. L. Sommerhalder and Paul Dunlap 
named asst. trust officers. 


Lincoln 
NATIONAL BANK 
OF COMMERCE 


NEW YORK 
Binghamton & Elmira As of September 1, John H. Wurts has 
MARINE MIDLAND been appointed president with head- 
TrRusT Co. OF quarters at Binghamton. He will re- 
SOUTHERN N. Y. sign just prior thereto as vice presi- 
dent of the Federal Reserve Bank of 
New York, where he has been his entire professional career, 
except for a brief period of private law practice. 


At Elmira, Joseph Kopko promoted to vice president and 
trust officer to succeed the late Mark R. Brinthaupt. A grad- 
uate of Cornell U., Kopko joined the staff of a predecessor 
institution in 1927, and has specialized in tax and accounting 
procedures. 


New York Percy J. Ebbott, vice chairman of the 
CHASE board of directors, will retire July 
MANHATTAN BANK 31 after 43 years with the bank and 

its predecessor institutions, but will 
continue as a director and chairman of the trust advisory 
board, at 20 Pine Street. 


se » 
GERALD M. LIVELY JOHN H. WuRTsS 


Kansas City, Mo. 
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JOSEPH KoPpKo 
Binghamton Elmira 


Frank W. Burr, Robert L. Cudd and Paul H. Ramsay, 
all with the trust department since they joined the bank in 
1929, appointed vice presidents, with Burr in charge of the 
estate planning division and Cudd and Ramsay in personal 
trust and estates division. Also in the trust department, James 
A. Fryatt, Frederick C. Miller, Henry W. Pfister and Horace 
Tomlinson promoted to asst. vice president; Edward §, 
Mangeot appointed an assistant treasurer. 


New York 
City BANK 
FARMERS TRUST Co. 


Raymond H. Sampson promoted to 
trust officer. 


New York Robert S. Denvir promoted to second 
GUARANTY vice president, personal trust depart- 
TRUST Co. ment. 


New York 
NEw YORK 
TRUST Co. 


Lester D. Kurth and Alexander B, 
Warrick appointed asst. trust officers, 


Rochester Rulon W. Gregory elected an asst, 
LINCOLN ROCHESTER trust officer; John F. Burns, trust ad- 
TRUST Co. ministrator; Thomas C. T. Buckley 

appointed asst. trust officer. Gregory 
has been a trust administrator in the new business division, 
while Burns is manager of the Common Trust Funds division. 

Buckley has been general agent for the Fidelity Mutual 

Life Insurance Co. since 1949, and is a Chartered Life Un- 

derwriter. 


OHIO 


Charles H. Ellis elected asst. vice 
president. Previous to joining the 
bank a year ago as manager of the 
pension fund division of the trust de- 
partment, Ellis was with the Prudential Insurance Co. for 
10 years, with Towers, Perrin, Forster and Crosby, actuaries 
and pension consultants, and the John Hancock Insurance Co. 


Toledo 
OHIO CITIZENS 
TRUST Co. 


Toledo 
NATIONAL BANK 
OF TOLEDO 


Robert L. Knight, vice president, 
named head of the trust department 
succeeding Thomas H. Kiley, who re- 
signed to become president of the Sec- 
ond National Bank of Wilkes-Barre, Pa. Knight joined Ohio 
Citizens as trust officer in 1947, and previously was with 
the trust department of Bank of America and the Howard 
Savings Institution of Newark, N. J. A graduate of Rutgers 
U. and its Graduate School of Banking at New Brunswick, 
his thesis, “The Relationships of Community Chests and Com- 
munity Trusts in Community Planning For Social Welfare” 
was selected for publication and distribution by the A.B.A. 
Knight is chairman of the Financial Public Relations Asso- 
ciation Trust Departmental. 


OREGON 


Portland 
BANK OF 
CALIFORNIA, N.A. 


Raymond J. Toomey retired as asst. 
trust officer, under the bank’s retire- 
ment program, after nearly twenty- 
five years of service as a certified 
property manager and senior appraiser. 


PauLt H. RAMSAY 
New York 


ROBERT L. CuDD 
New York 


FRANK W. BuRR 
New York 
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PENNSYLVANIA 


Harrisburg James R, Reeser elected asst. trust 
HARRISBURG officer, and Mervin V. Thomas retired 
Trust Co. with that title after 44 years of ser- 


vice. 


Charles S. Onderdonk joined the bank 
as an asst. trust investment officer, 
formerly having been in the trust in- 
vestment department of FIDELITY- 
PHILADELPHIA TRUST Co. 


Samuel H. Ballam, Jr., identified with 
the investment department for over 
15 years, elected a vice president. In 
1955 he had been appointed assistant 
to the president. 


Norristown 
MONTGOMERY- 
NORRISTOWN 
BANK & TRUST Co. 


Philadelphia 
FIDELITY-PHILA- 
DELPHIA TRUST Co. 


Philadelphia Paul B. Branin advanced to senior 
GIRARD TRUST CORN trust officer; Allen M. Terrell to sen- 
EXCHANGE BANK ior investment officer; Herman A. 

Yerkes to trust officer; and William 

B. Eagleson, Jr., Russell A. Hunter and Morris B. Stevenson 

to investment officers. Also, George E. Spaeth was made asst. 

trust officer; William S. Davis, J. Warren Maxson, John 

G. Newman, Jr., James E. Thompson, Jr., and William T. 

Windle, Jr., appointed asst. investment officers. 


Pittsburgh Norman H. Rea elected an invest- 
FIDELITY ment officer; Edward W. Wentworth a 
TRUST Co. vice president (in charge of Butler 


office) ; William T. Copes, since 1951 
trust officer, received the additional title of asst. vice presi- 
dent. Rea was a trust officer in the estate planning division, 
and is a graduate of the State U. of Iowa and Iowa Law 
School. Wentworth is charman of the PBA Trust Division 
Committee on Costs and Charges. 


% 


T. H. KILey 





R. S. DENVIR 


NORMAN H. REA 


New York Pittsburgh Wilkes-Barre 
Wilkes-Barre Thomas H. Kiley elected president, 
SECOND following his resignation as vice presi- 


NATIONAL BANK dent and trust officer of OHIO CITI- 
ZENS TrRusT Co., Toledo, Ohio, suc- 
ceeding James Mulligan, who continues as chairman. Kiley 
joined the First National City Bank of New York in 1930, 
following graduation from the U. of Illinois. In 1938 he went 
with United States Steel Export Co. in New York, and 


started with the Ohio Citizens in 1942. 








Quarters of administrative section of trust department, United 
States National Bank of Portland, Ore., in new motor bank addi- 
tion to head office building, giving trust department a full block 
of floor space, Walnut paneling and daylight lighting are featured. 
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Trust Department of United States National Bank in new $2,000- 
000 building in Mile High Center, Denver, Colo. The bank moved 
only six blocks, but it was the largest bank move in Colorado 
history. The trust department and safe deposit boxes moved 
over the week end of May 11-14. Formal ceremonies with 
open house took place en May 26. A tunnel connects the bank 
building, leased from Webb & Knapp, with other parts of the 
Mile High Center. 





TENNESSEE 


Chattanooga 
AMERICAN NATL. 
BANK & Trust Co. 


Charles A. Comer, Jr., promoted to 
trust officer. 


T. Hooke McCallie advanced to asst. 
trust officer. 


Chattanooga 
HAMILTON 
NATIONAL BANK 


VIRGINIA 


Roanoke 
First NATIONAL 
EXCHANGE BANK 


C. Francis Cocke has retired as presi- 
dent but continues as chairman of 
the board of directors and as a mem- 
ber of the executive and trust com- 
mittees of the board. Succeeding him as president and chief 
executive officer is E. H. Ould, with the bank since 1936 and 
executive vice president since 1949. Mr. Ould served as a 
member of the trust school faculty of the Virginia Bankers 
Conference. 


WEST VIRGINIA 


Wheeling Harold H. Meyn, formerly executive 
NATIONAL BANK OF vice president and trust officer, elected 
WEST VIRGINIA president succeeding Louis C. Horter, 

resigned. Lewis E. Scott advanced 

from asst. cashier and trust officer to cashier; Charles E. 

Kalkrueth, from cashier to vice president. 


WISCONSIN 


Beloit Donald E. Engebretson, an attorney, 
SECOND elected asst. trust officer. 
NATIONAL BANK 


CANADA 


Toronto Hon. T. D’Arcy 
CANADA PERMA- Leonard, Q.C., 
NENT TRUST Co. formerly presi- 

dent and general 
manager, now continues as president of 

the company; W. Leo Knowlton, Q.C., 

appointed general manager. Knowlton 

joined the company as a trust officer in 

1930, was appointed manager in 1940 

and asst. general manager in 1955. 





W. LEo KNOWLTON, Q.C, 


Toronto K. A. White appointed asst. super- 
ROYAL visor of investments to head the pen- 
TRusT Co. sion trust department at Toronto, with 


K. N. Westgate his assistant, the lat- 
ter moving from Montreal office. 
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TRUST 
EMPLOYMENT EXCHANGE 


Address correspondence to Trusts 
and Estates, 50 E. 42nd St., New 
York 17, attention Employment Ex- 
change, with code number. 











QdoOoaxOOMeMeY 


Pennsylvania bank seeks experienced 
corporate trust officer. See ad H-67-2 


Bank in New York State trust depart- 
ment desires investment man to super- 
vise individual and institutional accounts. 
See ad H-67-3 


Senior investment analyst, formerly 
college instructor and head of invest- 
ment department of N.Y.S.E. firm, with 
Ph.D. in finance and investments, seeks 
position of responsibility and trust train- 
ing. 67-4 


Trust and estate planning specialist, 
40, now with major life insurance com- 
pany, desires outstanding opportunity 
with trust department. 67-5 


Attorney, 29, with experience in estate 
administration, desires position in trust 
department. 67-6 


C.P.A., 39, seeks position as executive 
assistant to individual or firm active in 
trusts and estates. 67-7 


Pennsylvania trust company seeks new 
business solicitor with some knowledge 
of estate planning and related subjects, 
to start at salary between $6,000 and 
$7,500. No age limit. 67-8 


Experienced trust officer with educa- 
tional background training and person- 
ality suitable for all duties ‘and responsi- 
bilities in a bank. 66-1 


South Florida trust department seeks 
supervisor of operations of fast growing 
department. See ad H-66-2 


Nationally known estate planning life 
insurance organization in New York will 
have opening at year-end for trustman 





OPPORTUNITY 
FOR TRUST OFFICER 


Trust Institution in San Antonio, Texas, 
seeking qualified Assistant Trust Officer 
below age of 45. Position offers substan- 
tial opportunity for advancement. Full 
background information required. Salary 
open. Contact: 


Box H-65-3, Trusts and Estates 
50 East 42nd St., New York 17 








SOUTH FLORIDA 
TRUST OPERATIONS 


Man with imagination and _ ingenuity 
needed to supervise operations of rapidly 
growing department. Revise and _ install 
systems and procedures plus ability to 
organize and supervise personnel. 

Box H-66-2, Trusts and Estates 

50 East 42nd St., New York 17 











under 45 for office estate planning work 
and field selling. Minimum starting com- 
pensation $6,000 plus benefits. 66-3 


Investment analyst, 31, with 8 years 
diversified experiences, desires lifetime 
opportunity in growing institution, pref- 
erably Metropolitan New York, New Jer- 
sey area. 66-4 


Eastern Pennsylvania bank with trust 
funds of approximately 12 million dollars 
seeking assistant trust officer . . . not 
over forty years of age. 66-5 


Texas trust department needs assistant 
trust officer under 45. See ad H-65-3 


& a& & 


Change of Name and 
Trust Bank Mergers 


Pekin, Ill. — AMERICAN NATIONAL 
BANK has changed its name to First 
NATIONAL BANK & Trust Co. 


Detroit, Mich. — DETROIT WABEEK 
BANK & Trust Co. will be known as the 
DETROIT BANK & Trust Co., following 
merger with DETROIT BANK (see next 
column). 


Newark, N. J. — Plans to merge 
FRANKLIN WASHINGTON TRUST Co. with 
NATIONAL NEWARK & ESSEX BANKING 
Co. were announced last month following 
meetings of the Boards of Directors. 


Buffalo, N. Y. — Stockholders over- 
whelmingly approved the merging of 
LIBERTY BANK OF BUFFALO into the MAN- 
UFACTURERS & TRADERS TRUST Co., a com- 
bination that will advance Manufacturers 
& Traders to the 12th largest bank in 
New York State. Consummation of the 
merger may be delayed until August, 
pending approval of the State Banking 
Superintendent. 


Pearl River, Suffern & Spring Valley, 
N. Y. — Ramapo Trust Co. (Spring 
Valley), First NATIONAL BANK & TRUST 
Co. (Pearl River} and SUFFERN NATION- 
AL BANK & TrRusT Co. have consolidated 
under the name of ROCKLAND NATIONAL 
BANK. Bernard A. Kennedy elected vice 
president, cashier and director, formerly 
served as secretary-treasurer and trust 
officer of Ramapo Trust. 


Scranton, Pa. — SCRANTON LACKA- 
WANNA TRUST Co. merged into the First 
NATIONAL BANK under the name of First 
NATIONAL BANK & TRusT Co. The trust 
department business will continue to be 
conducted at the present location of 
Scranton (a formerly strictly trust com- 
pany) at 506 Spruce Street. Frank T. 
Green, of the trust company, has been 
elected vice president in charge of the 
trust department. 


Nashville, Tenn. — NASHVILLE TRUST 
Co.’s name has been changed to NASH- 
VILLE BANK & TRUST Co. 


Madison, Wis. — Merger of the BANK 
OF MADISON and the UNION Trust Co., 
under the name of the former, was com- 
pleted May 25th. 


Banking and Trust Functions 
Combined in Proposed 
Detroit Merger 
Current plans for a merger between 
the Detroit Bank and the Detroit Wabeek 
Bank & Trust Co., and simultaneous ab- 
sorption of the Birmingham National 
Bank and the Ferndale National Bank, 
will leave only one banking institution 
among the first hundred in size that does 
not have a trust department or trust af- 

filiate. 


The new organization in Detroit, to be 
known as the Detroit Bank & Trust Co., 
will have capital, surplus and undivided 
profits aggregating over $60,000,000 and 
total resources of over a billion. Joseph 
M. Dodge, chairman of the board of De- 
troit Bank, will hold the corresponding 
position in the new institution, with 
Selden B. Daume, president of Detroit 
Wabeek Bank & Trust Co., as vice chair- 
man. Raymond T. Perring, president of 
the Detroit Bank, and Charles H. Hewitt, 
executive vice president, will hold the 
same offices in the new institution. 


The new Detroit Bank & Trust Co. 
will have a history going back to 1849, 
when the Detroit Bank was founded. It 
now operates 42 offices, is the 25th larg- 
est bank in the country, and the oldest 
bank west of the Alleghenies. 


The Detroit Trust Co. was founded in 
1900. Until last year it was engaged 
solely in fiduciary operations, and had 
become one of the largest independent 
trust operations in America. In August, 
1955 it merged with the Wabeek State 
Bank to become the Detroit Wabeek Bank 
& Trust Co. 


Merger of the two institutions will 
thus combine the facilities of a long 
established trust business with a large 
commercial banking operation. 


Chairman Dodge has been president of 
the Michigan and American Bankers As- 
sociations, and the Association of Re- 
serve City Bankers, and Director of the 
Bureau of the Budget. 





CORPORATE TRUST MAN 


Growing and profiitable corporate trust 
division in Pennsylvania bank seeks ex- 
perienced man, 35-50, preferably with 
legal training, to replace retiring division 
head. Salesmanship and personality im- 
portant. Salary $10,000 or better. 

Box H-67-2, Trusts and Estates 

50 East 42nd St., New York 17 








INVESTMENT MAN 


East New York (Capital District) Bank 
to supervise investments for trust funds, 
individual ‘and institutional accounts. 
Trust department now 30 million and 
growing. Age 30-40. Experience 3 te 9 
years minimum required. Send resume 
and salary requirements. 


Box H-67-3, Trusts and Estates 
50 East 42nd St., New York 17 
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IN MEMORIAM 


MarRK BRINTHAUPT, vice president and 
trust officer of MARINE MIDLAND TRUST 
Co. oF SOUTHERN NEw York, Bingham- 
ton, N. Y. 


MAURICE C. EVELAND, Michigan State 
Banking Commissioner, Lansing. 

CLoyp H. HUFFARD, assistant vice presi- 
dent in the business development depart- 
ment of CHASE MANHATTAN BANK, New 
York City. 

Jackson S. HuTTOoO, managing director 
of the Savings Bank Association of the 
State of New York, formerly State 
Superintendent of Banks, and former 
trust officer of GUARANTY TRUST CO., 
New York. 

CHARLES STORCK, assistant trust officer 
of SECURITY-FiRST NATIONAL BANK, Los 
Angeles. 

MERVIN V. THOMAS, assistant trust of- 
fcer of HARRISBURG (Pa.) TRUST Co. 


A A A 


New Trust Powers Granted 


Panama City, Fla. — Bay NATIONAL 
BANK. 

West Union, Iowa — First NATIONAL 
BANK: C. W. Grimes, executive vice 


president and trust officer. 


Quincy, Ill. — Broapway NATIONAL 
BANK. 
Detroit, Mich. — BANK OF THE COM- 


MONWEALTH, limited trust powers. 


Manassas, Va. — NATIONAL BANK OF 
MANASSAS. 

Ronceverte, West Va. — First Na- 
TONAL BANK. W. A. Boone, president, 
and Thomas R. Broyles, cashier, named 
also trust officers. 
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of the Bank of the Southwest in Houston 
June 14 through 17, marking the opening 
of that bank’s new 24-story skyscraper. 
Among the events were a press party, 
open house for employees, stockholders, 
suppliers and tenants and their families, 
and a reception and buffet for nationally 
Prominent non-banking guests. 


Juty 1956 





ON THE PUBLICITY FRONT 


Newspaper Advertising 

“Guaranty Trust Company develops 
New ‘Pooled’ Funds Plan for Employee- 
Benefit Trusts” announces a current ad 
from Guaranty Trust Co., New York. 
Text of the ad explains how investment 
can be made in any desired proportion 
between common stocks on the one hand 
and investments excluding common 
stocks on the other. The use of two 
commingled funds to accomplish this 
objective is illustrated by three circles, 
one labelled “Your Trust” and _ the 
others representing the two investment 
funds. A booklet — “Two Commingled 
Funds for Employee Benefit Trusts” — 
is offered. 

“Why one man is not enough” for 
estate planning and management is ex- 
plained by Sia’e Bank & Trust Co.., 
Evanston, Ill., through comparison with 
a baseball team. “No man can be in 
9 places at once.” Hence the value of 
the trust depariment staff in covering 
the various aspects of estate manage- 
ment. The bank will serve as sole exec- 
utor, or, “if you wish to keep someone 
else in the picture (your wife, a friend. 
an associate, someone close to your per- 
sonal affairs) . . . will be glad to work 
as co-executor with anyone you name.” 


“Sometimes it looks like luck” com- 
ments an ad of National Newark (N.J.) 
& Essex Banking Co., which pictures a 
fish well hooked on the end of the line. 
The text observes that when things work 
out exactly righi, time after time, you 
can be sure it’s the result of experience. 
patience and all-round knowledge. “This 
is especially true of 
successful estate 


planning.” 
“Hard to man- 
age . . . hard to 


hold.” That is what 
a Fort Worth Na- 
tional Bank says 
about property. This 
is especially true 


Everyone 
property 


Experience 


death or illnes 
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THE FORT WORTH NATIONAL BANK 


© bold, 


to manage and 
hold” theme is illus- 
trated by drawings 
of cowboys roping 
calves, as shown 
here. 


ook mage. 


“Another thing that your best friend 
won't tell you” turns out to be your 
lawyer’s ability to help you, especially 
in preparing your will. Fidelity-Balti- 
more National Bank & Trust Co. ex- 
plains that your lawyer is your best 
friend (when you need his help) but he 
is forbidden to advertise. “But someone 
should remind you frequently that pru- 
dent persons get a lawyer’s advice . . .” 

“This man is dependability.” He is 
“your trust officer” as presented in a 
recent ad sponsored by the Trust Com- 
panies Association of Canada. The text 
points out that “Continuity of manage- 
ment and financial responsibility are 
qualities inherent in the organization he 
represents. He is available at all times: 
he is never ill or absent from business. 
He is your assurance that your assets 
will be faithfully conserved and that the 
provisions of your will will be carried 
out efficiently and promptly.” This ad 
is the third in a series published by the 
Association beginning in April (see 
June T.&E., pp. 516 & 537 for back- 
ground story) and appearing each 
month except July and August. The ads 
appear in the Financial Post, and are fi- 
nanced by contributions from 22 Cana- 
dian trust companies. It is anticipated 
that next year some additional medium 
will be selected. 


Forums 

A Women’s Finance Forum series was 
recently completed at Kings County 
Trust Co., Brooklyn, N. Y., with the first 
two sessions attended by customers only 
and the third given especially for stu- 
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dents in the secretarial training course 
at Packer Collegiate Institute. Pamphlets 
were distirbuted to the women and, in 
addition, the Brooklyn Public Library 
furnished an assortment of books on 
finance of special interest to women. 
These could be borrowed from the li- 
brarian in attendance. 


The series opened with a talk on 
Women and Banking by president Ches- 
ter A. Allen and concluded with a pres- 
entation of “safeguarding and manag- 
ing holdings” by George Gray, vice pres- 
ident in charge of the trust department. 
Each meeting was followed by a brisk 
question period, a conducted tour of the 
bank, and a tea. While this year’s meet- 
ings were held in the board room, the 
enthusiasm and requests from the audi- 
ence have led the bank to plan a series 
for next year on securities and investing 
which will be held in a hotel to permit 
a larger attendance. 

Films 

The half hour TV talk, “Taking the 
Mystery out of Wills,” given by C. B. 
Leonhard, vice president of Detroit Wa- 
beek Bank & Trust Co., is now avail- 
able in a 16mm sound film. Given with- 
out a manuscript, it packs a lot of spon- 
taneity and is winning a wide accept- 
ance. It may be rented for $5 (from 
Mrs. Josephine B. Wenk, office manager, 
Television Office, University of Michi- 
gan, 310 Maynard St., Ann Arbor) or 
purchased for $55 (from Garnet R. 
Garrison, director of television). 


The 20-minute color film, “Trust Ser- 
vices,” developed by Industrial National 
Bank, Providence, R. I., has already 
been loaned to 58 banks and banking 
associations, with 2] more on the wait- 
ing list. Four have purchased the film 
at cost (about $110). More than 7,000 
people already have seen the film at 
trust conferences, banks, “open houses” 
or in community organizations. The film 
carries John Jones through the formu- 
lation of a plan to leave his estate in 
trust after small gifts to members of the 
family, and further traces the meetings 
in which John and his family learn just 
how this program will work, how the 
bank will handle it, and how much 
worry and work it will save the wife. 
The basic script was prepared by Earl 
Hudson of Kennedy Sinclaire. Photogra- 
phy was by a semi-professional under 
direction of Gen. Harold R. Barker, vice 
president in charge of advertising, pub- 
lic relations and new business. The ac- 
tors were staff members and their fami- 
lies, and narration was by Curtis B. 
Brooks, vice president. 
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REGULATIONS 
(Continued from page 610) 


from whom the income is withheld or 
his estate or appointees as, for ex- 
ample, where the income is payable 
to grantor’s son for life, remainder to 
the grandchildren and a power is re- 
served by the grantor to accumulate 
income during the son’s minority and 
add it to principal. 


(h) A power to allocate between 
corpus and income.*! 


Powers Exercisable by Independent 
Trustee 


If there is an independent trustee, 
there may be given to such independent 
trustee, in addition to the eight types 
of powers mentioned above, the power 
(a) to distribute, apportion, or accumu- 
late income or (b) to pay out principal 
to any beneficiaries (whether or not they 
are income beneficiaries). Such a trus- 
tee must not be the grantor acting as 
the sole trustee and no more than one 
half of the trustees may be related or 
subordinate parties.‘ 

This very important exception to the 
rule of the grantor’s taxability provides 
the basis for very broad “sprinkling” 
powers exercisable without limitation on 
the trustee’s discretion. The proposed 
regulations permit a spouse, for example, 
to be named as trustee with a trust com- 
pany and represent a marked departure 
from the former Clifford regulations 
which taxed the grantor if the spouse 
or a related party was a trustee and the 
interests of a wife or child would be 
affected by the exercise of the power.** 


Powers Exercisable by Person 
Other Than Grantor ... 


The final exception to the general rule 
of the grantor’s taxability is where the 
trustee or trustees are persons other 
than the grantor and/or his or her 
spouse living with the grantor and there 
is a power to distribute, apportion or 
accumulate income among the benefici- 
aries (without reference to the condi- 
tions set forth in Code, Sec. 674(b) (6) 
or (7)) pursuant to “a reasonably defi- 
nite external standard” stated in the 
trust instrument.** 


Although neither the statute (Code, 
Secs. 674 and 675) nor the Congres- 
sional committee reports in connection 


with the enactment of the 1954 Code 


409Sec. 1.674 (b)-1(b) (7). 

“1Sec. 1.674(b)-1(b) (8). 

42Sec. 1.674(c)-1. 

#8Reg. 118, Sec. 39.22 (a) -21(d) (2) (iii). 
44Sec. 1.674(d) -1. 


mention the effect of the grantor’s re. 
tention of the power to remove the trus.- 
tee, the proposed regulations provide 
that the grantor will be taxable where, 
for example, an independent trustee has 
the power to allocate income among 
various beneficiaries, and the grantor 
retains the power to remove the trustee 
without cause and to substitute any 
other person, including himself, as trus- 
tee.” Query whether this regulation vi- 
olates Code, Section 671 stating that the 


grantor shall not be 


taxed on the 
grounds of dominion and control except 


as specified in Sections 671 to 677? 

The exceptions to taxability set forth 
in Sections 674(b)(5), (6) and (7) 
and 674(c), (d) are not applicable if 
any person has the power to add bene- 
ficiaries other than after-born or after- 
adopted children.*° Interestingly, the 
proposed regulations provide, despite 
the statutory prohibition against “any 
person” having a power to add benefi- 
ciaries, that a beneficiary may be given 
the power to substitute other benefici- 
aries to succeed to his interest in the 
trust this on the theory that the benefi- 
ciary so exercising the power would be 
doing so against his interest) .** 


Retention of Administrative 
Powers Beneficial to Grantor 


Prior to the adoption of the Clifford 
regulations there was scant court au- 
thority taxing the income of a trust to 
a grantor solely by reason of retention 
of certain administrative powers. The 
Clifford regulations, however, and now 
the Code, Section 675, provide that the 
retention of certain specified administra- 
tive powers by the grantor or a non- 
adverse person, or both, will 
cause the grantor to be taxed on the 
income of the trust. The prohibited 
powers are: 


alone 


(a) A power to deal with the in- 
come or principal of the trust for less 
than an adequate consideration in 
money’s worth.48 


(b) A power to borrow the income 
or principal without adequate interest 
or security except where a trustee 
other than the grantor is authorized 
under a general lending power to make 
loans to any person without regard to 
interest or security.*9 

(c) A power (applicable to the 
grantor) to borrow the corpus or in 
come if the loan and interest have 
not been repaid prior to the beginning 
of the taxable year but this rule 1s 


45Sec. 1.674 (d)-2(a). 
46Sec. 1.674 (d)-2(b). 
47Sec. 1.674 (d)-2(b). 
48Sec. 1.675-1(b) (1). 
4°Sec. 1.675-1(b) (2). 
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not applicable to a loan made by an 
independent trustee if the loan re- 
quires adequate interest and security 
(the latter modification representing 
a relaxation of the absolute prohibi- 
tion of the Clifford regulations.) 


It should also be noted that the pro- 
posed regulations also provide, but with- 
out specific statutory sanction, that if a 
grantor retains a power to amend which 
is broad enough to permit him to have 
one of the prohibited powers listed in 
Section 675 he will be taxed from the 
very inception of the trust.”? 


Finally, the retention by the grantor 
of certain administrative powers exer- 
cisable in a non-fiduciary capacity with- 
out the approval of the fiduciary will 
render the grantor taxable. These pro- 
hibited powers are: 

(a) A power to vote or direct the 
voting of corporate stock in the trust 
where the grantor’s personal stock- 
holdings in the corporation and the 
stock held in the trust are significant 
from the viewpoint of voting control.5? 

(b) A power to control the trust 
investments, by direction or veto, 
where the stock covered by the power 
when considered with the grantor’s 
personal stock are significant from 
the standpoint of voting control. 

(c) A power to reacquire the trust 
principal by substituting other prop- 
erty of equivalent value.®4 


The proposed regulations provide that 
the mere fact that a power is couched 
in broad language does not indicate 
that he is authorized to deal with the 
trust property for other than full con- 
sideration unless such authority may be 
implied from the actual administration.*° 


Grantor’s Retention of Power to 
Revoke Trust 


For many years the Code has pro- 
vided that the grantor is taxable on the 
income of any portion of a trust if he 
or a non-adverse party has the power to 
reacquire the principal of that portion 
of the trust.°* The new Code provision 
continues the same rule but with the 
added provision (contrary to the Clif- 
ford regulations) that the grantor is 
not taxable from the inception of the 
trust hut only after the elapsing of the 
stated ten year or two year period where 
his power to revoke cannot be exercised 
until after the ending of that period.** 





“Sec. 1.675-1(b) (3). 
5ISec. 1.675-1(a). 

See. 1.675-1(b) (4) (i). 
“See. 1.675-1(b) (4) (ii). 
“Sec. 1.675-1(b) (4) (iii). 
See, 1.675-1 (c). 

1939 Code, Sec. 166. 
1954 Code, Sec. 676(b). 
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The proposed regulations accurately im- 
plement these Code provisions.”* 


Grantor’s Retained Right to Income 
or Application of Income for 


His Benefit 


Section 677 of the 1954 Code follows 
generally the rationale of Section 167 of 
the 1939 Code that the grantor shall be 
taxed on the income of an irrevocable 
trust when either he or a non-adverse 
party, or both, has the power to: 


(a) Have the income distributed to 
the grantor; 


(b) Have the income accumulated 
for future distribution to the grantor; 
or 


(c) Have the income applied to the 
payment of premiums on life insur- 
ance on his life.°9 


The proposed regulations contain 
two examples on the extent of the 
grantor’s liability for the capital gains 
tax where he retains (i) the right to 
income only and (ii) the right to 
principal at the end of a ten year term 
trust for another beneficiary.® 


It will be noted that Section 677 also 
covers mandatory as well as discretion- 
ary payments to or for the grantor’s 
benefit. 


Section 677(b) of the 1954 Code con- 
tinues the provision of former law (the 
statutory overruling of the Stwart case 
by the Revenue Act of 1943) where the 
grantor acting as trustee or another per- 
son acting as trustee may pay or apply 
income for the support of the grantor’s 
dependent. In this situation the grantor 
is taxable only when the income is in 
fact so applied or distributed. It should 
be carefully noted that this saving clause 
is not applicable where the grantor re- 
tains this power in a non-fiduciary ca- 
pacity.©' (As to the scope and meaning 
of the term support of a dependent see 
Section 1.662(a)-4 of the proposed reg- 
ulations under Section 662(a) of the 
1954 Code discussed by George Craven 


in the June issue of this magazine. ) 


Taxability of Income to Person 
Other Than Grantor or Beneficiary 


The original Clifford regulations pro- 
vided that where a person other than 
the grantor had a power exercisable 
solely by himself to vest the income or 
corpus in himself, the income of the 
trust was taxable to that person. These 
regulations have been enacted into the 


58Sec. 1.676 (b) -1. 

591954 Code, Sec. 677(a). 
6°Sec. 1.677 (a)-1(g). 
81Sec. 1.677 (b) -1. 


®82See Mallinckrodt v. Comr., 146 F. 2d 1 (C.A. 


8th., 1945), cert. den., 324 U.S. 871 (1945). 


1954 Code in Section 678. First, it will 
be noted that the rule of taxability is 
generally applicable regardless of 
whether the power is held as trustee or 
otherwise but the power may be re- 
nounced so as to avoid income tax 
liability “within a reasonable time after 
the holder of the power first becomes 
aware of its existence.”®* The provisions 
of all inter-vivos as well as testamentary 
trusts should be carefully examined to 
determine the existence of such powers 
in order to effect a renunciation, if the 
tax and other factors make such action 
desirable. 


Subdivision (c) of Section 678 pro- 
vides that the income shall not be taxed 
to the holder of a power, held in the 
capacity of trustee or co-trustee, which 
enables him to apply the income for the 
support or maintenance of a person 
whom he is obligated to support, except 
to the extent so used.® This provision is 
considered by most tax writers to be an 
extension beyond former law. The pro- 
posed regulations provide that where 
this power is held in a capacity other 
than as trustee or co-trustee the general 
rule of taxability set forth in Code, Sec- 
tion 678(a) shall be applicable. 


The language of Section 678(a) (1) 
that the power shall be exercisable “sole- 
ly” by the grantee of the power would 
seem to make it reasonably clear that a 
jointly held power should prevent the 
application of Section 678(a). Presum- 
ably the reference in Section 678(c) to 
a “co-trustee” is merely designed to 
cover the situation where a member of 
the family is given the exclusive power 
as a trustee to control distributions but 
shares management and investment pow- 
ers with another trustee. It is unfortun- 
ate that the proposed regulations do 
not cover by express language or ex- 
ample the point discussed in this para- 
graph. 


Conclusion 


On the whole, the proposed regula- 
tions in this complex area of income tax 
law seem clear, adequate and helpful 
and should give prospective grantors and 
their advisors great help and reasonable 
assurance of certainty in drafting short 
term and controlled trusts. 


88Sec. 1.678 (d) (1). 
Sec. 1.678 (c) -1. 
Sec. 1.678 (c) -1. 


A A A 


® John R. McGinley, vice president of 
Marine Midland Trust Co., has. been 
named General Chairman of the 1956 
Travelers Aid Campaign. 
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Mary DALY GERARD, widow of the for- 
mer U. S. Ambassador to Germany, left 
one-half of her adjusted gross estate to 
her husband as well as the remainder 
after legacies totalling $104,000 which 
are exonerated from payment of estate 
taxes. Inasmuch as he predeceased her, 
the estate will be distributed in ac- 
cordance with alternative provisions of 
Mrs. Gerard’s will which stated it paral- 
leled those of her husband’s testament 
contemporaneously executed. No restric- 
tion was placed on the disposition of the 
survivor’s estate but it was “confident- 
ly” hoped that the survivor would not 
change his or her will. 


Among the many bequests of cash and 
personal effects is one of $100,000 to the 
Gerard’s butler, one-half of which would 
have gone each to his wife and children if 
he had predeceased the testatrix. A leg- 
acy of $150,000 is given to their female 
secretary, an attorney who is named with 
Bank of New York as co-executors in 
the stead of the deceased Mr. Gerard. 
Both also benefit under later provisions 
of the will. Certain closely held oil stocks 
are placed in trust with two individuals 
for a number of beneficiaries, the trus- 
tees being authorized to elect themselves 
officers of the corporations at $12,000 per 
annum salary plus 4% of the depletion 
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allowance for tax purposes of each cor- 
poration, modified as outlined in the 
will. The residue is divided into 36 parts, 
a niece receiving the largest fraction, 
one-quarter. 


FREDERICK BEERS, former president of 
National Biscuit Co., left his entire es- 
tate outright to his wife whom he named 
co-executrix with Chase Manhattan Bank 
of New York. 


ROBERT S. BYFIELD, member of the New 
York Stock Exchange and former part- 
ner of Lewisohn & Co., declared he made 
no provision in his will for his wife 
(other than personal effects) since she 
was well provided for through a trust 
created by him during his lifetime as 
well as through ownership of a_sub- 
stantial amount of securities in her 
name. He gave legacies of $5,000 to his 
secretary, $2,500 each to his daughter-in- 
law and son-in-law, and $30,000 to the 
wife of a friend because the latter would 
prefer it that way. The rest of the estate 
goes to the children outright. Chemical 
Corn Exchange Bank of New York is 
named executor. 


GEORGE M. WALLACE, former chairman 
and president of Security-First National 
Bank of Los Angeles, left an estate val- 
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ued at over $1,000,000, naming the bank 
as executor and trustee. After bequests 
of bank stock and $2,500 in cash to two 
children, and several other modest leg. 
acies, the will places half of the estate 
in trust for Mrs. Wallace, who is given 
the power to dispose of the principal by 
her will. She also receives the income 
from a trust of the rest of the estate, 
but on her death it continues for the 
children. Thereafter the principal goes 
to grandchildren, with any undisposed of 
estate devolving to the California Com- 
munity Foundation of which Mr. Wal- 
lace was a member. 


EDWARD N. Brown, former president 
and chairman of St. Louis-San Fran- 
cisco R.R. and Chicago, Rock Island & 
Pacific R.R., left his entire estate out- 
right to his three children, stating that 
his wife had property of her own and 
was further provided for by a trust 
created during his lifetime. At any rate, 
she died since the execution of his will 
in 1938, which named the children execu- 
tors but a 1954 codicil appointed Guar- 
anty Trust Co. of New York and a son- 
in-law. 


Other 
ments: 


corporate fiduciary appoint- 


CHARLES MACARTHUR, playwright: Guar. 
anty Trust Co. of New York, co-executor 
and co-trustee; RoBeRT M. HILLAS, chair- 
man of Columbian Carbon Co.: Green- 
wich (Conn.) Trust Co., co-executor; 
O. PoMEROY ROBINSON, JR., senior vice 
president of General Dynamics in charge 
of plant which built atomic submarine 
“Nautilus”: Hartford National Bank and 
Trust Co., executor. 


A A A 


Will Probated 45 Years Late 


When Edward Oswaldt died in Lyons, 
N. Y., in 1911, his widow believed that 
since she was in possession of his will, 
making her sole legatee, that gave her 
the property. Nothing else had to be 
done, she thought. 


Last year Mrs. Oswaldt died and left 
a will requiring the property to be sold. 
A clear title could not be obtained with- 
out the will of the late husband. Rela- 
tives found it among Mrs. Oswaldt’s 
papers and Wayne County Surrogate, 
Earl W. Tabor, admitted it to probate 
— 45 years late. Both witnesses had died 
and it was necessary to prove their han¢- 
writing. Fortunately, they were both 
businessmen of Lyons whose signatures 
could be identified by employees of the 
local bank. In this case, therefore, 0° 
harm was done by the long delay of 
probate. 


A A A 


® Trust department earnings of State 
banks and trust companies in Virginia 
reached a 1955 total of $877,522. This is 
9.7% less than the $972,534 of the prev! 
ous year. 


TRUSTS AND EsTATEs 














int- 


lar. 
itor 
air- 
>eN- 


vice 
irge 
rine 
and 


ate 
‘ons, 
that 
will, 
her 
» be 


left 
sold. 
vith- 
Rela- 
Idt’s 
pate, 
ybate 
died 
and- 
both 
cures 
F the 
2, nd 
y of 


State 
ginia 
his is 
yrevi- 


rATES 


ESTATE TAX 


Reliance upon attorney does not con- 
stitute reasonable cause for failure to 
file estate tax return on time. Plaintiff’s 
executors employed experienced attorney 
to represent estate. Although they were 
aware of necessity of filing Federal es- 
tate tax return, matter was left entirely 
in attorney’s hands. Because of pressure 
of other business, he filed return late. 
Delinquency penalty was asserted and 
paid, and executors sued for refund. 


HELD: For Commissioner. Action of 
executors in turning matter over to at- 
torney does not relieve them of respon- 
sibility, nor does it constitute reasonable 
cause for late filing. Ordinary prudence 
requires executors to file timely return 
and to see that funds are available to 
pay tax. Ferrando v. U. S., D.C.N.D. 
Calif., June 4, 1956. 


Incomplete tentative estate tax return 
does not meet statutory requirements of 
timely filing. Attorney for estate obtain- 
ed extension of time in which to file es- 
tate tax return. Instead of obtaining 
further extension he prepared hybrid 
form of tentative return in which prop- 
erty values and some of liabilities were 
estimated. He left it with Collector with 
understanding that corrections could be 
made when necessary figures became 
available. Some sixteen months later he 
secured tentative return, substituted new 
pages for original ones where necessary, 
and re-delivered it to Collector. Penalty 
for late filing was assessed. Executors 
paid penalty and sued for refund. 


HELD: For Commissioner. Tentative 
return here did not constitute substan- 
tial compliance with statutory require- 
ments for filing, notwithstanding agree- 
ment from representative of Collector 
permitting later alterations. Executor 
failed to sustain burden of showing that 
delinquent filing was due to reasonable 
cause and not to willful neglect. Ferrari 
v. U. S.. D.C.N.D. Calif., June 4, 1956. 


Charitable deduction for remainder 
interest disallowed where life tenant had 
Power to invade principal for comfort or 
convenience. Decedent left residuary es- 
tate to sister for life, remainder to Syra- 
cuse University. Sister had right to in- 
vade principal “for any purpose which 
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SAMUEL J. FOOSANER 


Foosaner, Saiber & Schlesinger, Newark, New Jersey 


may add to her comfort or convenience.” 
Life tenant was frugal and accustomed 
to living modestly. She was receiving re- 
tirement income benefits of $2,300 per 
year from school teacher’s pension, and 
her expenses were estimated at $2,400. 
Estate yielded income in excess of $10,- 
000 per year. Commissioner disallowed 
deduction for charitable remainder on 
ground that there was no standard by 
which charitable gift could be definitely 
ascertained. 


HELD: For Commissioner. Although 
words “comfort or convenience” refer 
to life tenant’s accustomed way of life, 
right to invade for any purpose which 
may add to such comfort or convenience 
fails to provide definite standard. There- 
fore, it is impossible to definitely as- 
certain amount charity would receive. 
Seubert v. Shaughnessy, 2nd Cir., May 
11, 1956. 


Insurance on ijife of another valued at 
replacement cost in decedent’s estate. At 
time of death, decedent owned insurance 
policies upon life of his father who was 
then living. Commissioner contended that 
value was replacement cost, or in event 
like policies could not be purchased, value 
was to be set at interpolated terminal 
reserve. Estate’s position was that poli- 
cies should be valued at their cash sur- 
render values. 


HELD: For Commissioner. Life insur- 
ance policy is not simple contract to pay 
money but complex kind of chose in ac- 
tion. Right to keep it may be worth more 
than its cash surrender value at that 
time. Same rule as followed under gift 
tax regulations could reasonably be ap- 
plied to estate tax, namely, policies should 
be valued at replacement cost. Est. of 
R.M.C. Du Pont v. Comm., 3rd Cir., May 
16, 1956. 


Marital deduction denied where corpus 
could be invaded for support of children. 
Decedent created trust in which he was 
income beneficiary for life and at his 
death, his wife and children were to re- 
ceive benefits under terms of trust. Wife 
had power of appointment over corpus. 
Trustee was given discretion to use prin- 
cipal of trust for maintenance, comfort 
and support of wife and children. Com- 
missioner disallowed marital deduction. 





HELD: For Commissioner. Section 
81.47a(c) of Regulations 105 provides 
that in order to qualify for marital de- 
duction, corpus of trust must not be sub- 
ject to power in any other person to 
appoint any part thereof to any person 
other than surviving spouse. This condi- 
tion is not met since trustee could in- 
vade corpus for benefit of children as 
well as surviving spouse. Est. of Ray- 
mond P. Wheeler v. Comm., 26 T.C. No. 
55, June 7, 1956. 


Transfer of real estate not in contem- 
plation of death where decedent contin- 
ued to collect and retain income. Dece- 
dent transferred to his sons certain par- 
cels of real estate. Decedent continued 
to collect and retain income from prop- 
erty. He also performed certain services 
in connection with sons’ businesses. Com- 
missioner included value of property in 
estate as transfer made in contemplation 
of death. 


HELD: For estate. Issue is one of 
fact to be determined from all of cir- 
cumstances surrounding transfer. Jury 
found that transfer was made for ade- 
quate and full consideration and not in 
contemplation of death. Goethe v. U. S., 
D.C.S.D. Fla., May 3, 1956. 


GIFT TAX 


No gift tax liability incurred upon ex- 
ercise of limited power of appointment. 
Donor transferred certain common stock 
in trust, with income to be paid to plain- 
tiff for life, and remainder to plaintiff’s 
descendants and, if none, to charitable 
foundation. Plaintiff further had right 
at any time during his life to appoint by 
deed, all or part of trust property to his 
descendants. Subsequently, he exercised 
limited power of appointment. He filed 
gift tax return, based upon value of 
right to receive income for life on por- 
tion of corpus transferred. Later, claim 
for refund was filed on theory that trans- 
fer did not constitute taxable gift. 


HELD: For Plaintiff. To extent power 
is exercised, income beneficiary’s estate 
is terminated by reason of such exercise, 
and not by desire or intention by such 
beneficiary to give up life estate. Donor 
of power of appointment is in fact trans- 
feror of gift and donee merely is his 
agent to give direction to gift pursuant 
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to donor’s wishes. Self v. U. S., Ct. CL, 
June 5, 1956. 


INCOME TAX 


Proceeds of life insurance used to pur- 
chase stock of deceased stockholder held 
to be dividend. Majority of stockholders 
of corporation entered contract and 
passed corporate resolution whereby they, 
as trustees, were authorized and directed 
to obtain life insurance on themselves. 
Corporation paid premiums and trustees 
were named beneficiaries. Contract fur- 
ther provided that upon death of stock- 
holder, proceeds were to be collected by 
trustees and distributed to surviving 
stockholders of record in proportion to 
their stock ownership. Proceeds so col- 
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lected were then to be used to purchase 
stock from decedent’s estate. No deduc- 
tion was taken by corporation for pre- 
miums paid and policies were not carried 
as corporate asset. Stockholders did not 
report premiums as income. Upon death 
of president of corporation, proceeds 
were collected by trustees, distributed, 
and used to purchase decedent’s stock. 
Commissioner charged stockholders with 
dividend in amount of proceeds. Tax- 
payers contended that corporation never 
became owner of policy and therefore 
could not and did not distribute proceeds. 


HELD: For Commissioner. Corporate 
minutes, resolutions and contract of par- 
ties fully showed that trustees, in apply- 
ing for insurance and distributing pro- 
ceeds, were acting for corporation. 
Therefore, corporation received proceeds, 
which, although not representing income 
in its hands, was income to stockholders 
when distributed to them through pur- 
chase of stock for their benefit. Thomas 
F.. Doran v. Comm., T. C. Memo 1956-121, 
May 18, 1956. 


Renewal commissions received by de- 
cedent’s wife taxable as ordinary income. 
Decedent conducted several insurance 
agencies. He procured agents to solicit 
insurance, to collect and remit premiums, 
and to make reports to home office. His 
contracts with home office provided for 
certain initial commissions and _ subse- 
quent renewal commissions. Decedent’s 
wife was sole beneficiary under his will. 
She did not report as income renewal 
commissions, maintaining receipts were 
not income in respect of decedent but 
constituted return of basis and were at- 
tributable primarily to continuing capi- 
tal investment rather than past services 
rendered by decedent. Commissioner 
treated commissions as fully taxable. 


HELD: For Commissioner. Right to 
renewal commissions resulted from per- 
sonal services rendered by decedent. It 
is immaterial that he engaged in other 
business activities. Right to income ac- 
quired by reason of death of decedent, 
or by bequest, devise, or inheritance 
from decedent retains same character in 
hands of recipient as it would have had 
if decedent had lived and received such 
amount. Frances E. Latendresse  v. 
Comm., 26 T. C. No. 39, May 25, 1956. 


REVENUE RULINGS 


Income Tax: Capital gain or loss may 
be realized on transfer from executor to 
trustee to satisfy bequest under marital 
deduction formula. Decedent bequeathed 
in trust for benefit of his wife such 
amount of property as would constitute 
maximum marital deduction allowable. 
Wife was given income for life from 
trust with general power of appointment 
over corpus. 


Service rules that marital trust fund 


was provided for in fixed and definite 
“dollar amount.” Therefore, any appre- 
ciation in fair market value of property 
between valuation date (date of dece- 
dent’s death or alternative valuation 
date) and date of distribution to trustee 
is subject to capital gains tax. Further- 
more, losses measured by the difference 
in value between these dates may be 
offset against gains realized. Rev. Rul. 
56-270, I.R.B. 1956-25, p. 22. 


Estate Tax: Internal Revenue Service 
not to follow Kohl decision. Kohl v. U. S., 
226 F. 2d (C.A.7) 381, held Section 811 
(gz) of 1939 Code as amended by Section 
404 of Revenue Act of 1942 unconstitu- 
tional insofar as it applied to certain 
proceeds of insurance assigned by dece- 
dent on January 21, 1941. 


Service has announced that it will not 
consider decision precedent for cases in- 
volving similar fact pattern. Rev. Rul. 
56-260, I.R.B. 1956-23, p. 20. 


Income Tax: Capital loss allowed on 
sale of stock by decedent’s estate to 
inter vivos trust for widow. Decedent’s 
estate made bona fide sale of stock to 
inter vivos trust created by decedent for 
benefit of widow. Sales price was less 
than basis of property. 


Service rules that loss sustained does 
not constitute unallowable loss made be- 
tween related taxpayers (Section 267(a) 
of 1954 Code). Transaction results in 
capital loss. Rev. Rul. 56-222, I.R.B. 
1956-21, p. 8. 


Income Tax: Qualified trusts of em- 
ployees’ pension or profit-sharing plans 
may pool funds in group trust. In order 
to diversify their investments, many in- 
dividual employee benefit trusts have 
been desirous of pooling some or all of 
their funds in a group trust without ad- 
versely affecting their status as exempt 
trusts. 


Service rules that status of qualified 
trusts will not be affected by pooling of 
funds in a group trust created solely for 
purpose of providing for diversification 
of investment, provided (1) group trust 
is itself adopted as part of each em- 
ployer’s pension or profit-sharing plan, 
(2) group trust is expressly limited to 
qualified exempt trusts, (3) corpus or 
income which equitably belongs to any 
participating trust must not be diverted 
to any purposes other than for exclusive 
benefit of employees or their beneficiaries 
entitled to benefits under such participa- 
ting trust, (4) assignment of participa- 
ting trust equity or interest in group 
trust is prohibited, (5) group trust is 
created or organized in United States 
and is maintained at all times as domes- 
tic trust in United States. By meeting 
these qualifications, group trust will also 
constitute qualified exempt trust. Rev. 
Rul. 56-267, I.R.B. 1956-25, p. 17. 
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Powell on Real Property (Vol. 4) 


RICHARD R. POWELL. Matthew Bender & 
Co., Albany 1, N. Y. 


In commenting on an earlier volume of 
this treatise this reviewer characterized it 
as “a great work of timeless utility.” That 
appraisal might have been discounted by 
some cynics on the ground that the re- 
viewer was (a) not competent to pass 
judgment or (b) influenced by the fact 
that twenty years ago Professor Powell 
recommended him as the student most 
qualified for the then position of as- 
sistant editor of this magazine. However, 
over the period in which the volumes have 
been making their appearance, a score 
of learned teachers and judges have 
heaped encomiums on the good profes- 
sor’s accomplishment, and this humble 
disciple can say “amen.” 


The latest volume covers topics of 
particular moment to this audience. Fol- 
lowing a brief chapter on the genesis 
and development of the trust concept, 
there are chapters on the creation of 
private express trusts, the administra- 
tion thereof, bank deposits in trust, 
business adaptations of the trust idea, 
charitable trusts, honorary trusts, re- 
sulting and constructive trusts. Approxi- 
mately one-sixth of the 714 pages of text 
is devoted to various forms of concur- 
rent ownership, including tenancy in 
common, joint tenancy, tenancy by the 
entireties, ownership by a partnership, 
community property and an admittedly 
brief discussion of cooperative apart- 
ments. 


Keyed to the Restatement of Property, 
for which Professor Powell was the Re- 
porter, these handsomely bound, looseleaf 
compression volumes are an attractive as 
well as scholarly addition to the library 
of any practitioner or institution con- 
cerned with property law. 

P. P. L. 


The Bank and Its Publics 


ROBERT LINDQUIST. Harper & Bros., 49 
E. 33rd St., New York 16. 298 pp. $5.00. 


This is a book every banker and trust- 
man should read and own. It contains 
the distilled wisdom of the author’s 30 
years in bank advertising and public re- 
lations. It is full of practical suggestions, 
yet much more than a handbook of pub- 
lie relations. It gives historical perspec- 
tive, but is far from being a history. The 
author, who is vice president of Harris 
Trust & Savings Bank, Chicago, a 
founder of the School of Financial Pub- 
lie Relations, and a special lecturer at 
the Graduate School of _ Banking, Rut- 
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gers University, has managed to convey 
a great deal of knowledge gained from 
experience in so readable a manner that 
it is like sitting down in his study for 
an evening’s good conversation. 


The 25 chapters cover advertising, pub- 
licity and public relations and the rela- 
tion of each to the others. It discusses the 
building up of an organization within the 
bank, the management function, and con- 
tacts with various types of customers. All 
the media are considered — newspapers 
and other publications, radio and TV, dis- 
play advertising, direct mail, and forums. 
There are sound observations about the 
budget and about keeping up good rela- 
tions with other banks and with govern- 
mental authorities. All in all it is a book 
remarkable for its wide coverage, its 
good sense and its readability. 


ARTICLES 


Tax Traps in Buy-Sell Agreements 


ARNOLD J. HOFFMAN. Journal of Taxation, 
June 1956 (33 W. 42nd St., New York 36; 
$1.25). 

The stock attribution rules of the 1954 
Internal Revenue Code may cause a buy- 
sell agreement to produce dividend in- 
come where capital gain treatment had 
been anticipated. The author discusses 
recent Revenue Ruling 56-103 and Sec- 
tions 302 and 318, with suggestions for 
avoiding the tax traps. 


The Estate Planner in Action 


KARL K. KROGUE. Estate Planners Quarter- 
ly, June 1956 (485 W. 22nd St., New York; 
$10 annually). 


This is a comprehensive outline of the 
data and documents to be obtained pre- 
liminary to preparation of an estate plan. 
It is followed with the first installment 
of a detailed sample report and com- 
mentary based on a particular factual 
situation. 


The Gift Tax at Work 


DWIGHT ROGERS, HENRY CASSORTE 
SMITH & JOHN G. FORBES. The Practical 
Lawyer, May 1956 (133 S. 36th St., Philadel- 
phia 4; $1.25). 

-Here is a fresh approach to the oppor- 
tunities for lifetime transfer at a cost far 
below the estate tax by reason of the 
annual exclusions, lifetime exemption, ab- 
sence of a tax on the tax, lower rates 
and “off the top, to the bottom,” each 
of these advantages being pointedly il- 
lustrated. 


Tax Considerations in Inter-Vivos 


Transfers 


JULIAN D. CLARKSON. Florida Bar Journal, 
April 1956 (Box 1226, Tallahassee; 50¢). 


Citing examples, the author analyzes 
three basic questions to be determined 
once a client concludes it is desirable 
to make gifts during lifetime. These are 
(1) what property to give; (2) when to 
give it; (3) how to give it. Tax con- 
siderations are, of course, highlighted. 


Determination of Heirship 


PAUL E. BASYE. Michigan Law Review, 

April 1956 (Ann Arbor; $1.50). 

Typical of the writer’s works, this is 
an intensive study of the law and pro- 
cedure in the various states for deter- 
mining the devolution of real property 
ownership and the effect on marketable 
title. The status of probate court juris- 
diction is examined, significant inquiries 
being the court’s authority over land, 
effect of decree of distribution, and an- 
cillary administration. The consequences 
of lack of administration are also ap- 
praised. Several beneficial legislative 
trends are noted. 
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ARIZONA 
Ch. 116: Declares that if provision 
made by will or estate appropriated 


therefor is insufficient to pay debts, ex- 
penses of administration and family al- 
lowance, that portion of estate not de- 
vised or disposed of by will, if any, may 
be appropriated and disposed of for that 
purpose, and if not sufficient, from prop- 
erty devised or bequeathed to residuary 
devisees and legatees. 

Ch. 126: Adopts Uniform Disposition 
of Unclaimed Property Act. 

Ch. 160: Revises provisions relating to 
sale of real property of estate at private 
sale subject to confirmation by court. 


CALIFORNIA 


Ch. 3: Exempts from inheritance tax 
property of deceased non-residents of 
ie 4 

MARYLAND 

Ch. 102: Provides that value of certain 
interests less than absolute shall be val- 
ued by Orphans Court in accordance with 
“the applicable and effective regulations 
of the Federal Estate Tax under the In- 
ternal Revenue Code, ... as such regula- 
tions may be amended from time to time” 
instead of in accordance with Table A or 
B, Section 81.10, Regulations 105. 





Founded 1784 












Member Federal Deposit Insurance Corporation 





Legislation Affecting Trusts and Estates 


Report # 4 


MICHIGAN 


P.A. 43: Provides method of selecting 
custodian to effectuate making of ir- 
revocable gifts of securities to minors. 

P.A. 65: Permits corporate foundations 
to invest principal and income and ex- 
pend the principal and income consistent 
with particular bequest, devise or gift. 

P.A. 66: Authorizes assignment of oil 
and gas, and rents and profits from such 
properties and income from sale of oil 
and gas produced in connection with ex- 
isting or future mortgages or deeds of 
trust. 

P.A. 87: Permits register of deeds to 
microphotograph all deeds, mortgages, 
maps and instruments authorized by law 
to be recorded in his office; probate rec- 
ords not to be destroyed until at least 
6 years from date of filing of discharge 
of fiduciary (present) or 10 yeers have 
elapsed from filing of last document, 
whichever date occurs first. 


P.A. 148: Permits use of certified mail 
in sending probate notices, receipt of 
mailing to be postmarked. 

P.A. 173: Provides for settlement of 
disputes respecting domicile of decedents 
for death tax purposes. 


PENNSYLVANIA 


Act 368: Amends Fiduciaries Invest- 
ment Act Sec. 9 to clarify “net profit” 
and dividend requirements of corporation 
acquiring substantial part of its property 
within sixteen years immediately pre- 
ceding the investment by consolidation, 
merger or purchase; also amends Sec. 
12 (8) to insert limit of $5,000 on de- 


posits in banks other thaii iititual say. 
ings banks. 

Act 590: Exempts from inheritance 
tax transfer by resident (or non-resident 
if property is in Pennsylvania) for re- 
ligious, charitable, scientific, literary or 
educational purposes, or to fraternal 
orders for such purposes, provided no 
substantial part of activities is influenc- 
ing legislation, or to veterans’ organiza- 
tions. 


RHODE ISLAND 


Ch. 3692: Amends statute barring 
dower and curtesy after divorce to pro- 
vide that parties shall petition court for 
permission to sell, mortgage or otherwise 
dispose of property free of such right. 


VIRGINIA 


Ch. 159: Provides. fine of not more 
than $500 for fiduciary who fails to re- 
turn inventory upon summons by Com- 
missioner of Accounts. 


Ch. 160: Provides that accounting in 
equity may be had against personal 
representative of guardian, bailiff or re- 
ceiver and also against joint tenant and 
his personal representative. 

Ch. 304: Provides for commutation of 
widow’s dower where her dower cannot 
be conveniently laid off. 

Ch. 408: Provides that inventory, docu- 
ments supporting account and report of 
accounting by fiduciary shall be returned 
to fiduciary or after a time destroyed. 

Ch. 423: Increases to $500 amount of 
deposit bank may pay to next of kin in 
absence of qualification of personal 
representative. 

Ch. 714: Provides that Chesapeake Bay 
Revenue Bonds are securities in which 
fiduciaries may invest. 
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ADEMPTION — Specific Bequest of 
Stock Not Adeemed Though Re- 
demption Price was Deposited for 
Shareholders before Death 


Ohio—Supreme Court 
Bool v. Bool, 165 O.S. 262. 


By Item IV of his will, testator be- 
queathed to his daughter all the residue 
of his estate “except any stock or se- 
curities which I may own issued by the 
Mather Iron Company.” By Item V of 
his will he bequeathed to a corporate 
trustee, in trust, “any stock or securities 
issued by Mather Iron Company.” He 
died possessed of certificates evidencing 
ownership of 5,004 shares of Mather 
Iron Company class A preferred stock. 
About 10 months before testator’s death, 
Mather Iron Company, having taken all 
necessary action to redeem this class of 
stock, notified the holders, including the 
testator, that all shares of such stock 
had been called for redemption, that the 
redemption price had been deposited in 
cash with a bank and that each holder 
was required to deliver or surrender his 
certificates for redemption on or before 
a certain date, and that thereafter no 
holder of such stock would have any 
right as a shareholder except to receive 
the redemption price. Testator died after 
that date without having surrendered 
his certificates. A declaratory judgment 
action was brought to determine whether 
the daughter or the trustee was entitled 
to the proceeds of the redemption of the 
shares. 


HELD: The bequest of Mather Iron 
Company stock was not adeemed, and 
the trustee, the specific legatee, was en- 
titled to the proceeds of the redemption. 
Although before the testator’s death the 
corporation had taken all the testator’s 
rights except the right to receive the 
redemption price, he had not exercised 
that right but his ownership and posses- 
sion of the certificates were evidence of 
his right to the money. The stock certifi- 
cates constituted a security which had 
not been extinguished and, therefore, 
constituted a specific bequest under the 
Provisions of Item V. 


Claims — Assets of Non-Resident 
Decedent May be Withheld to Pro- 
tect Local Creditors for Six Months 
Only 


United States—District Court, D. of C. 


Gearheart v. Bank of Commerce and Savings, 
138 F. Supp. 472. 


J ULyY 1956 








Decedent, a resident of Virginia, died 
January 1, 1955, leaving a savings ac- 
count in a District of Columbia bank. 
The Virginia administrator requested the 
bank to pay the funds on deposit, but the 
bank refused to do so until ancillary ad- 
ministration proceedings were had in the 
District of Columbia or unless it was in- 
demnified by an undertaking with surety. 


The Virginia administrator brought 
suit in the District of Columbia to re- 
cover the amount on deposit with inter- 
est and filed motion for summary judg- 
ment. He showed that more than six 
months had passed since decedent’s death 
and during that time no executor or ad- 
ministrator had been appointed in the 
District of Columbia and no claims had 
been filed against the estate in the Dis- 
trict of Columbia. 


HELD: Motion granted. The statute 
providing that District of Columbia as- 
sets of a non-resident decedent are sub- 
ject to claims of persons domiciled in 
the District and subject to administration 
in the District was intended to extend 
protection for six months only. Where no 
claims were filed against the decedent’s 
bank account within six months after 
death, the bank must honor the demand 
of the non-resident representative. 


CLaims — Claim for Debt Which 
Was Primary Liability of Estate 
Need Not Be Probated 


Delaware—Superior Court, New Castle County 


Van Baelen v. Equitable Security Trust Co., 
122 A. 2d 122. 


Plaintiffs seek to recover from execu- 
tor an amount paid for the satisfaction 
of a mortgage. Mortgage was on real 
estate previously owned by deceased and 
mortgaged by her before her conveyance 
of the real estate to plaintiffs, reserving 
a life estate to herself. Plaintiffs filed a 
claim (which failed to satisfy the statu- . 
tory requirements relating to the form of 
probated claims) with defendants within 
the limitations period, and after suit 
was instituted they paid the mortgage 
to secure its satisfaction so that they 
might obtain a new mortgage loan. De- 
fendants sought a dismissal of the com- 
plaint on the ground that the claim was 
not properly filed and was now barred 
by the limitations statute. 


HELD: Defendant’s motion for sum- 
mary judgment denied. Plaintiff’s claim 
was for payment of a debt for which 
deceased’s estate was primarily liable 
and of which deceased’s estate had notice 
by reason of statute (12 Del. C. Section 
2103). Plaintiffs are therefore entitled 
to reimbursement without probated notice 
and this action is not barred by the 
statute of limitations. 


CLarims — National Service Life In- 
surance Payable to Estate is Ex- 
empt 


Pennsylvania—Supreme Court 
Beall Estate, 384 Pa. 1. 


HELD: Proceeds of a policy of Na- 
tional Service Life Insurance payable 
to the estate of the insured as the named 
beneficiary are exempt in the hands of 
the insured’s executor from claims of 
creditors and pass free of such claims to 
the beneficiaries under his will, who, in 
this case, were his children. 


CLaims — Rights Barred After Statu- 
tory Non-claim Period Despite De- 
fect in Letters of Administration 


Colorado—Supreme Court 
Jackson v. Bates, 293 P. 2d 962. 





CONTRIBUTING LEGAL EDITORS* 


CALIFORNIA: Walter L. Nossaman—Brady, Nossaman & Walker, Los Angeles 
COLORADO: Hubert D. Henry—Henry and Keating, Denver 

DEL.: T. C. Davis, Jr.—Resident Counsel, Equitable Security Trust Co., Wilmington 
DIST. OF COL: Harold A. Kertz—Mercier, Kertz & Sanders, Washington 
ILLINOIS: R. J. Frankenstein, Jr.—McDermott, Will & Emery, Chicago 
KANSAS: Eugene P. Zuspann—Attorney-at-Law, Goodland 

KENTUCKY: Squire R. Ogden—Ogden, Galphin & Abell, Louisville 
MASSACHUSETTS: Guy Newhall—Attorney-at-Law, Lynn 

MINNESOTA: J. E. Dorsey—Dorsey, Colman, Barker, Scott & Barber, Minneapolis 
MISSISSIPPI: Warren V. Ludlam, Jr.—Watkins, Edwards & Ludlam, Jackson 
MISSOURI: Robert Neill, Jr.—Thompson, Mitchell, Thompson & Douglas, St. Louis 
NEBRASKA: Frank D. Williams—Cline, Williams, Wright & Johnson 

NEW YORK: Joseph Trachtman—Attorney-at-Law, New York City 

OHIO: Daniel B. Close—Attorney, The Cleveland Trust Company, Cleveland 
PENN.: E. C. Shapley Highley—Spiegel & Highley, Philadelphia 

TEXAS: Marvin K. Collie—Vinson, Elkins & Weems, Houston 


“This roster is published in the first issue of each volume, In other issues, reporting attorneys are listed. 





673 











The Colorado statute requires the fil- 
ing of claims within six months after 
the “issuance of letters.” It further re- 
quires the publication of a notice to 
creditors within 15 days after the issu- 
ance of letters, and it bars all claims if 
letters are not issued within one year 
after the decedent’s death. 


The decedent died Nov. 8, 1952. The 
administrator was appointed April 15, 
1953, but through inadvertence the let- 
ters were not actually signed until 
November 30, 1953, at which time they 
were signed nunc pro tune, as of April 
15, 1953. Notice to creditors was not 
published within 15 days after April 15, 
1953, but under special provision of the 
statute was published to require the fil- 
ing of all claims on or before October 
26, 1953. 


On December 23, 1953 a private claim- 
ant filed a claim and the State Compen- 
sation Fund filed a claim, which latter 
claim was amended on January 7, 1955. 
The contention of the claimant was that 
in view of the fact the letters were not 
issued until November 30, 1953, claims 
were timely filed. 


HELD: The appointment of the ad- 
ministrator on April 15, 1953 was equiva- 
lent to the issuance of letters and claims 
were properly barred because not filed 
until after the date fixed in the pub- 
lished notice to creditors. Furthermore, 


Complete Fiduciary 


Service 





UNION PLANTERS 
NATIONAL BANK 


Since 1869 
MEMPHIS, TENNESSEE 





Member Federal Deposit Insurance Corporation 








674 


if the letters were not actually issued 
until November 30, 1953, this was more 
than one year after decedent’s death and 
creditors could not file claims more than 
one year after the decedent’s death un- 
der such circumstances. Although the 
State Compensation Fund is an agency 
of the state, it is barred by the statute 
of nonclaim just as any private invidual. 


COMMUNITY PROPERTY — Election 
to Take Against Will 


Texas—Supreme Court 
Hodge v. Ellis, 277 S.W. 2d 900. 


Testatrix gave her husband a life 
estate in her community half of one 
piece of real estate, and gave the whole 
of the remainder of that property and 
the fee of other community realty to her 
relatives. The husband brought suit to 
construe the will. Defendants contended 
that such suit violated the forfeiture pro- 
visions of the will forbidding even a 
“question” of “any clause thereof in any 
judicial proceeding,’ and that therefore 
the husband should be denied any bene- 
fits under the will. 


HELD: Since the will disposed of some 
of the husband’s property, and at the 
same time gave the husband a life estate 
in some of testatrix’s property, the hus- 
band was put to an election of either tak- 
ing under the will or against the will. 
Although the trial court found that it 
was testatrix’s intention to dispose of 
only her own property, the Supreme 
Court found differently, and was able 
to do so because, “the question is merely 
the law question of whether the will it- 
self is open to no other construction than 
that it disposes of property of the party 
to be charged with election.” 

The case is remanded to the trial court 
for a determination of the issue of elec- 
tion. If the husband elects to take against 
the will with respect to the life estate 
in the community one-half such relin- 
quished life estate is of the same conse- 
quence as a “lapsed legacy,” and the re- 
mainder therein given by testatrix to her 
relatives is accelerated to a “presently 
possessory interest in half.” 


ConFLICT OF LAws — Election 
Against Will in One State as Con- 
stituting Election in Another 


California—District Court of Appeal 

Estate of Howard, 141 A.C.A. 473 (May 10, 

1956). 

Bessie Patmore, a California resident, 
died leaving surviving her husband 
Frank and her sister Hattie, appointed 
executrix. Her estate was separate, con- 
sisting of real and personal property in 
California, Kansas and Oklahoma. The 
will bequeathed a few items of personal 
property and $10,000 cash to Frank, and 
certain stocks to Hattie in trust to pay 
income to Frank with remainder to Hat- 
tie. The residue was devised to Hattie. 
During administration in California the 
executrix received $21,000 from the an- 
cillary administration in Kansas, con- 
sisting of oil royalties, lease rentals, pro- 
ceeds from the sale of crops and a right 
of way. 


When the executrix filed her second 
and final account and petitioned for final 
distribution of the California estate, 
Frank filed objections, stating that he 
had filed in the Kansas probate court, 
where the ancillary administration was 
being had, an election to take under the 
laws of Kansas and not under the will, 
“that without prejudice to his rights to 
take under the Will in California, in the 
event that for any reason he should not 
be entitled to distribution under the laws 
of Kansas, objector hereby declines to 
accept distribution under the Will at this 
time, and upon distribution to him of 
one-half the real property in Kansas 
your objector will file with this Court 
an election not to accept benefits under 
said Will.” The court overruled the ob- 
jections and ordered distribution in ac- 
cordance with the will. 


HELD: Reversed. (1) Election with 
respect to realty is governed by law of 
the situs. Kansas law gave the husband 
the right to elect whether he would take 
under the will or by the Kansas law of 
succession. 


(2) Election to take under will in 
state of domicile is binding elsewhere. 
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(3) One who accepts a beneficial in- 
terest under a will thereby adopts the 
whole will and renounces inconsistent 
rights or claims. He cannot accept the 
will in one state and renounce in an- 
other. : 

(4) If the husband made an effective 
election against the will, he is not en- 
titled to take under the will in California. 
That question cannot be determined un- 
til final settlement of the estate in Kan- 
sas. The husband is entitled to know 
that his election is effective and that he 
will receive half the Kansas real estate 
before refusing to take under the will 
in California. It was error to distribute 
the California estate, thereby forcing an 
election in California at a time prior to 
when the husband knew whether his 
Kansas election was effective. 


(5) The Kansas assets (royalties, etc.) 
which came into the hands of the Cali- 
fornia executrix retained their charac- 
ter as real property and should be dis- 
tributed one-half to the husband if his 
election in Kansas was effective. 

(6) The husband’s taking in ignor- 
ance of his rights a few small items 
(television set, rug, etc.) which he of- 
fered to return to the estate did not 
constitute an election to take under the 
will. 

Estate of Howard, 141 A.C.A. 473 (Cal. 
D. C. of App., May 10, 1956). 


CONFLICT OF LAws — Right of Ille- 
gitimate Children to Inherit from 
Brother 


Massachusetts—Supreme Judicial Court 
Lopes v. Downey, 1956 A.S. 599; May 10, 
1956. 


Five illegitimate half-brothers and sis- 
ters of decedent, born in Cape Verdi Is- 
lands, filed a petition for distribution of 
his estate to them as heirs at law. It 
appeared that by Portuguese law none 
of the children was legitimate, because 
Portuguese law, like in Massachusetts, 
requires a subsequent marriage before 
children can be legitimatized. The basis 
of the claim of the petitioners was that 
as the acknowledged brothers and sisters 
of the decedent they were entitled under 
the laws of Portugal to inherit his prop- 
erty wherever located. 


HELD: Petition dismissed, “There is 
a great difference between a _ statute 
which merely enables a natural child, 
when recognized by his parents, to in- 
herit as a recognized natural child and a 
statute which legitimatizes such a child. 
The first is limited to controlling inheri- 
tance of property in that country and 
has no extraterritorial effect upon the 
devolution of property located in this 
State.” 


Costs — Attorneys’ Fees in Will Con- 
struction Suit Disallowed in Part 
United States Court of Appeals 
Seventh Circuit 

Baum v. Continental Illinois Bank and Trust 

Co. of Chicago, 230 F. 2d 115. 

The plaintiff brought an action to con- 
strue Articles Four and Five of a will 
under which the defendant was acting as 
trustee. On appeal from the district court 
in that action, the Court held there was 
no ambiguity in the Fourth Article and 
construed Article Five. Prior to the first 
appeal the district court allowed fees in 
the amount of $4,410 to plaintiff’s at- 
torney, payable out of the corpus of the 
trust. The trustee appealed. 


HELD: The order allowing plaintiff’s 
attorneys fees is reversed and remanded 
with instructions to the district court to 
allow such fees only with respect to ser- 
vices rendered in connection with the 
portion of the will which was held to be 
ambiguous. An order allowing fees is ap- 
pealable where the issue is the propriety 
of allowing fees rather than the amount 
of the fees. 


One judge dissented on the ground that 
the construction suit had not been friv- 
olous as to either clause of the will and 
that attorneys’ fees should have been al- 
lowed in full under the Illinois rule that 
attorneys’ fees are allowable regardless 
of whether the will is construed adverse- 


ly to the plaintiff. 
Reported by Illinois editor 


FIDUCIARIES — Possible Antagonism 
Not Ground for Disqualifying 
Named Executor 


Kansas—Supreme Court 
In re Estate of Snyder, 179 Kan. 252. 
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The will appointed Charles Snyder 
as executor, but if he failed to qualify 
as such, then James Snyder. There was 
objection to the appointment of James 
as he entered into a position, upon the 
death of Charles, antagonistic to testa- 
trix. It was contendd that the intent of 
decedent would be disrupted and altered 
in the control of an executor adversely 
interested to the interests of the estate 
and heirs of the decedent. 


HELD: The statute makes it manda- 
tory that the executor named in the will 
be appointed “if he is legally competent 
and shall accept the trust.” Facts as set 
out above do not constitute grounds for 
holding that the executor was not legally 
competent to be appointed. 


GiFTs — Retention of Dividends 
Does Not Negate Validity 


Pennsylvania—Supreme Court 
Brightbill v. Boeshore, 385 Pa. 69. 


Decedent had agreed with his first wife 
to incorporate his business and give their 
daughter and her husband 375 shares or 
25% of the stock. The Company was in- 
corporated and only part of the stock 
called for in the agreement was issued 
to the daughter and her husband; 670 
shares were issued to decedent who al- 
most immediately assigned the certifi- 
cate for his stock to his daughter. The 
daughter several months later put the 
certificate in the company safe deposit 
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box to which she and the decedent had 
access. The stock was not transferred to 
her and decedent received the dividends 
and voted the stock until his death. Once, 
he instructed his daughter to deposit the 
stock as collateral for a bank loan to 
him which she tried to do, but the bank 
refused to accept it because of the as- 
signment. Decedent then put up other 
collateral. 


On the day after his death, the daugh- 
ter removed the certificate from the box 
and the second wife, as executrix, sued 
her to recover the certificate. The lower 
court found that the certificate was de- 
livered by the decedent with the inten- 
tion of making a gift. The executrix ap- 
pealed. 


HELD: Affirmed. If there is an intent 
to make a gift then and there and a 
delivery actual or constructive at the 
same time, the reservation of the right 
to dividends by the donor, the nontrans- 
fer of the stock on the books of the com- 
pany or even the nonassignment or en- 
dorsement of the stock, without more, 
are insufficient to negate a valid gift. 
The loan transaction strengthens the 
daughter’s claim because if decedent had 
regarded the stock as his, he would have 
demanded and taken the stock from her. 
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Amount Loaned on Policy to In- 
sured 


New York—App. Div., First Dept. 
Walzer v. Walzer, 151 N.Y.S. 2d 550. 


The insured assigned policies of insur- 
ance on his life as collateral security for 
a bank loan, providing that “any desig- 
nation or change of beneficiary .. . shall 
be made subject to this assignment and 
to the rights of the assignee hereunder.” 
Later, using forms provided by the in- 
surance company, the insured designated 
his infant daughters as beneficiaries of 
the policies “subject to [the] prior as- 
signment.” When the insured died the 
loan was unpaid. The insurance company 
paid to the bank-assignee so much of the 
proceeds as was necessary to discharge 
the loan and paid the balance of the pro- 
ceeds to the infants’ guardian. 


The guardian sued the insured’s ex- 
ecutor for the amount of the proceeds 
that had been paid to the bank-assignee, 
arguing that the infant beneficiaries were 
subrogated to the bank-assignee’s claim 
against the insured’s estate for the 
amount of the loan. The executor argued 
that the designation of the infants as 
beneficiaries “subject to prior assign- 
ment clearly indicated the insured’s in- 
tent that his daughters receive only the 
proceeds remaining after payment of 
the loan. The lower court order granted 
the executor’s motion for summary judg- 
ment. 


HELD: Reversed. The phrase “sub- 
ject to prior assignment” is not so clear 
a direction as to overcome the presump- 
tion in favor of subrogation. Other evi- 
dence of the insured’s intention should be 
permitted. The phrase was in the insur- 
ance company’s form to protect that com- 
pany and to clarify the rights of the 
bank-assignee and not to settle the rights 
of the infant beneficiaries. In addition, 
the assignment’s provisions did not pre- 
clude the bank-assignee from seeking re- 
payment of the loan either from the 
policy proceeds or the insured’s estate. 
If the bank could proceed against the 
estate the infant beneficiaries should be 
subrogated to that right. 


INVESTMENTS — Delegation of Dis. 
cretion — Measure of Damages 


California—District Court of Appeal 

Estate of Talbot, 141 A.C.A. 350 (May 7, 

1950). 

In October 1951 the bank filed its 
twentieth account as trustee, asking court 
approval of a sale of many of the com- 
mon stocks owned by the trust and the 
purchase in their place of Government 
bonds. The three income beneficiaries 
were originally the three children of the 
testator, Vera, William C., Sr., and 
Frederick. The trust ends when the last 
of the three children dies, and the corpus 
goes to their issue. William C., Sr., died 
in 1941, leaving his son, William C., Jr., 
who succeeded to his father’s one-third 
share of income. 


On February 1, 1951, the trust estate 
was valued at $3,033,000, of which 49.9% 
was invested in tax exempt and taxable 
bonds, 48% in first rate common stocks, 
the remainder in preferred stocks and 
cash. The trustee had usual broad powers 
of sale and investment. On that date, 
Frederick telephoned the vice president 
in charge of trust investments, recom- 
mending a sale of stocks which had cost 
$423,000, and were then worth $778,000, 
reinvesting the proceeds in Government 
bonds in the hope that later the stocks 
could be repurchased on a more favorable 
basis. At that time the Dow Jones aver- 
age for industrial stocks was 252, and 
at the date of this decision the court 
says it was over 500. It had been the 
practice of the bank’s officers to consult 
with Frederick on trust investments, 
sometimes agreeing, sometimes disagree- 
ing with his suggestions. They believed 
him to be a man of sound judgment. He 
had acted as spokesman for the other 
two income beneficiaries on previous 0c- 
casions. 

The bank asked Frederick to obtain 
a letter from the other beneficiaries ap- 
proving the proposed action but finally 
agreed to execute the selling orders on 
Frederick’s assurance that the parties 
in interest would concur. At the time of 
this transaction the bank’s general in- 
vestment policy was to keep common 





Serves The 











THE STAMFORD TRUST COMPANY 


Stamford 


Member Federal Deposit Insurance Corp. 


Community 


Established 1891 


Connecticut 





TRUSTS AND EsTATES 








+ 
Arch 
buile 
apol: 
Actu 
will 

ably 
dent 


stoe 
the 

som 
of k 
wit! 
Wil 
$80 
rea 
Fec 
sal 
left 
$69 
tax 


fer 





iT 








'iS- 


its 
rt 
m- 


ant 
ies 


nd 
ast 
us 
ied 
a 
ird 


I 





TES 


ee inl 
Archtect’s drawing of new home and office 
building of First National Bank of Minne- 
apolis, scheduled for completion in 1959. 
Actual construction of the building, which 
will be some 25 stories in height, will prob- 
ably get under way early next year, coinci- 
dent with First National’s 100th anniversary. 





stockholdings up to at least 40-50% of 
the market value of the trusts, although 
some trusts carried a larger percentage 
of bonds. On February 2 and 3, the bank, 
without having received the approval of 
William C., sold common stocks for 
$803,000, stocks which had cost $417,000, 
realizing a profit of nearly $386,000. 
Federal and state taxes and costs of the 
sales amounted to $109,000. The balance 
left after taxes and expenses was 
$695,000, which the trustee invested in 
tax exempts. The value of the corpus was 
reduced by these operations so that bonds 
amounted to 75.4%, common _§ stocks 
22.3%, the balance being in cash or pre- 
ferred stocks. The income was reduced 
by this operation from $103,000 per year 
to $79,000, or from 3.4% to 2.6%. The 
reduction in William C.’s share of income 
in 1951 caused by the sale was $4,873, 
which after allowing for the difference 
in taxes, amounted to $3,200. 


The lower court held that the trustee 
did not exercise its judgment but ac- 
cepted the judgment of Frederick; that 


its sale of the stocks and the purchase of 
municipalities in the hope that they could 
be sold and used to buy back the common 
stocks at a better price constituted specu- 
lation, and concluded that the trustee 
had breached the trust in three respects: 
(1) it had not exercised its independent 
judgment; (2) the transaction was 
speculative; and (3) it was imprudent. 


The lower court ordered the bank to 
restore to the trust $36,408.51 (one-third 
of the capital gains taxes and expenses) 
and that it pay to William C. and his 
successors as long as they remained in- 
come beneficiaries such portion of the in- 
come as would correspond to this $36,000 
shrinkage; that on termination of the 
trust, the bank pay to William C. or his 
successors in interest a portion of the 
corpus equal to the proportion that 
$36,000 bears to the value of the trust. De- 
termination of further loss to remainder- 
men was reserved until termination of 
the trust. 


HELD: Affirmed on question of delega- 
tion; modified as to measure of damages. 

1 (a). As a general rule the bank did 
not reduce common stockholdings below 
50%. The only “special circumstance” 
indicating the contrary here was that 
one of the beneficiaries asked that the 
sale be made. 


b. No discussion was had among the 
bank’s officers regarding the merits of 
the proposal. They were simply inter- 
ested in whether the trustee would be 
protected by a letter of consent from the 
bneficiaries. The sale would not have 
been approved without the assurance 
from Frederick that the others would 
consent. 


ce. Although the sales were made on 
February 2 and 3, no written analysis 
as to the effect of these transactions on 
the trust was made until February 21st. 

d. During this general period the trus- 
tee took no similar action in reducing 
the proportion of common stockholdings 
of any other trust. 


Appellant therefore committed a 
breach of trust in not exercising its own 
judgment and discretion, and it is un- 
necessary to discuss the question as to 
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whether the sales were speculative and 
imprudent. 

2. This case came within Section 2238 
of the Civil Code rather than 2237. The 
bank acted in good faith and therefore 
it came within 2238 of the Civil Code, 
providing that breaches of trust made in 
good faith render the trustee “liable only 
to make good whatever is lost to the 
beneficiary by his error.” The trustee is 
under a duty to restore to the trust for 
the benefit of William C. $36,408.51 and 
to pay interest thereon at the legal rate 
from date of breach to date of restora- 
tion. The other damages assessed by the 


Superior Court were erroneously as- 
sessed. 
JURISDICTION — Circuit Court May 


Not Rule on Validity of Inter Vivos 
Trust Attacked in Will Contest 


Missouri—Supreme Court 
State ex rel. Siegel v. Strother, 289 S.W. 2d 73. 


Testatrix bequeathed her residuary 
estate to the trustees of an inter vivos 
trust created by her, to be administered 
by them on the terms set forth in the 
intervivos trust. 

The will and the inter vivos trust were 
admitted to, probate as the will of testa- 
trix. Thereafter a suit was filed in the 
circuit court in 6 counts. The first 4 
counts contested the will and inter vivos 
trust, as a will. The last 2 counts at- 
tacked the validity of the inter vivos 








“WHY DELAWARE?” Tax and trust 
laws of the State of Delaware 
facilitate the accumulation, man- 
agement and conservation of 
property by corporations and 
non-residents. Write for “Why 
Delaware?” our new booklet sum- 
marizing these benefits. 


WILMINGTON 
Trust Company 


Wilmington, Delaware 
Capital Funds... . $ 26,610,430 
Total Assets .... $267,339,765 





es ss Awe. 2 Osh... beans Al te. 








































































































































trust as such. All attacks were based on 
fraud and undue influence. 


In the circuit court, the defendants 
moved to have the last 2 counts dismissed 
as improperly joined with a will con- 
test. Defendants’ theory was that a will 
contest in the circuit court operates as 
an appeal from the probate court, that 
the jurisdiction of the circuit court in 
such cases is derivative, and that the 
jurisdiction of the court in such cases is 
limited to the issues authorized by the 
statute on will contests. The circuit 
court overruled the motion. 


Defendants then brought an original 
proceeding in the Supreme Court to 
prohibit respondent judge from proceed- 
ing to hear the counts aimed at annulling 
the inter vivos trust as such. 

HELD: Preliminary rule in prohibition 
made absolute. 

In Missouri the right to contest a will 
is entirely dependent upon Sec. 468.580 
(now Sec. 473.083), R.S. Mo. 1949. The 
provisions of the Missouri Civil Code 
(Sec. 509.060, R.S. Mo. 1949), permitting 
joinder of claims against an opposing 
party, are not applicable in will contest 
suits. Section 506.010, R.S. Mo. 1949, 
provides that the Civil Code applies to 
all civil suits “unless otherwise provided 
by law.” The will contest statute is a 
special procedural statute, so the Civil 
Code does not change the law relating to 
will contests. 
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In Missouri,. no will contest can be 
filed until the probate court has acted 
upon the will. The jurisdiction of the 
circuit court is derivative, and the sole 
issue in the circuit court is whether the 
writing produced be the will of the testa- 
tor or not. The probate of the inter vivos 
trust as a part of the will could not con- 
stitute a judgment affecting the validity 
of the inter vivos trust as such. 


Writs of prohibition directed to lower 
courts with multiple judges are properly 
directed to the judge who made the chal- 
lenged order even though that judge may 
not be the one to act further in the case. 


JURISDICTION — Injunction Granted 
Against Nonresident Trustee from 
Maintaining Trust Action in An- 
other State 


Minnesota—Supreme Court 
Doerr v. Warner, 76 N.W. 2d 505. 


This action to confirm a trust, for an 
accounting and for removal of the trustee 
was commenced against the trustee, a 
Nevada resident, in a Minnesota District 
Court by personal service on the trustee 
within Minnesota. The trust res con- 
sisted primarily of stocks and bonds of 
Minnesota corporations which owned con- 
siderable real estate in Minnesota. All 
of the beneficiaries were residents of 
Minnesota, except the trustee, who was 
also a beneficiary. The trust instrument 
provided that the Minnesota Court should 
appoint a successor trustee under certain 
circumstances and that the laws of Min- 
nesota should guide the trustee in ac- 
cumulating and distributing income. 


After the commencement of this action, 
the trustee moved the trust res_ to 
Nevada, and a Nevada District Court, 
pursuant to his petition, issued orders 
purporting to take jurisdiction of the 
trust, confirm the trustee’s appointment, 
qualify him as such and fix his bond. The 


Minnesota Court issued an order grant- 


ing a temporary injunction enjoining the 
trustee from further prosecuting pro- 
ceedings in the Nevada Court. The trus- 
tee appealed, raising the issue of whether 
the Minnesota Court could properly en- 
join a nonresident party. 


Z2RUSIS AND LOITATEe 


HELD: Order granting temporary in- 
junction affirmed. The court first obtain. 
ing jurisdiction of the subject matter and 
of the parties may properly restrain one 
of the parties from proceeding in another 
state. Where the party to be restrained is 
a nonresident, the better view is that the 
party may be restrained, at least where 
the court issuing the injunction has the 
means to enforce its injunction. Here, 
the major source of trust income is lo. 
cated in Minnesota and the Minnesota 
Court may remove the trustee and ap- 
point a successor. The Minnesota Court 
acquired jurisdiction first at a time when 
the trust res was located in Minnesota. 
The doctrine of comity should be applied 
to give the jurisdiction of the Minnesota 
Court precedence. 


LIFE TENANT & REMAINDERMAN — 
Discretionary Principal Payments 
Construed to Require Prior Ex- 
haustion of Life Beneficiary’s Own 
Funds 


Minnesota—Supreme Court 
In re Tuthill’s Will, 76 N.W. 2d 499. 


Decedent created a testamentary trust 
for the primary benefit of her incompe- 
tent son, Eugene, with the remainder to 
go to her “beloved son” Blaine and 
Blaine’s children upon the death of Ev- 
gene. The will provided that the trustee 
was to use such income and principal as 
is necessary for the care, support and 
maintenance of Eugene. Because of an 
accumulation of medical and other ex- 
penses, the income became insufficient to 
meet expenses. Among the assets of the 
trust was a farm in which Eugene owned 
a small undivided interest. 


In a proceeding for authority to sell 
the interest of the trust in the farm, 
the question arose as to how the will 
should be construed with respect to pay- 
ments to be made by the trust for the 
care, support and maintenance of Eu- 
gene while he had property of his own 
which could be used for that purpose. 


HELD: The will should be construed 
to mean that both income and principal 
of the trust should be used to pay ex 





It’s the Income you can KEEP that’s important! 


Let one of our experienced officers suggest issues of 
tax-exempt bonds worth your consideration, especially 
if you are in a high income tax bracket. 


MERCANTILE-SAFE DEPOSIT 
and Trust Company 


BALTIMORE, MARYLAND 


Chartered 1864 e 


Capital Funds: $18,000,000 


wd 





TRUSTS AND EstATEs 





pens 
mail 
he i: 
of hi 
the \ 
right 
trust 
first 
gene 
obvi 
mair 
Blail 


LIF! 


W 
to h 
disp 
deat 
wife 
by 1 
N 
vise 
the ¢ 
to s 
four 
the | 


irre 
solu 
proy 
deat 
to N 
the 
the | 
inte 


LIF 


life 

rece 
deec 
erty 
B, t 


ee 


penses of Eugene’s care, support and 





than the mortgage debt. The proceeds 
were awarded to the remaindermen un- 
der X’s will. 


HELD: Increase in value belongs to 
the remaindermen or corpus rather than 
to life tenant or equitable life benefici- 
ary. The relation of a life tenant to his 
remaindermen is that of a quasi trustee. 
The relation is the same if a power of 
disposal is annexed to the life estate. 
Power of sale does not enlarge the life 
estate. “Income” and “profit” are synony- 
mous in a will providing that the life 
tenant or equitable life beneficiary shall 
be entitled to “income and profits.” 


LIVING TRusTs — Rule of Remain- 
ders by Implication Applied to In- 
ter Vivos Trust 

Delaware—Supreme Court 


DuPont v. Equitable Security Trust Co., 122 
A. 2d 429. 


As part of a divorce settlement, settlor 
executed an irrevocable trust agreement 
to provide for the lifetime support of 
his wife and daughter. The instrument 
created remainders in the issue of the 
daughter if the wife should not remarry 
but failed to create remainders in the 
issue of the daughter if the wife should 
remarry and then predecease the daugh- 
ter. The instrument provided that if the 
daughter, “having survived her mother” 
(who should have previously remarried) 
“should die without leaving lawful issue 
her surviving, then the remainder should 
go to the beneficiaries of the residue of 
the estate of the settlor, or his next of 
kin. 

The wife did, in fact, remarry and 
predecease the daughter, and settlor and 
his daughter (who has two children) 
made a demand upon the trustee to 
terminate the trust and make distribu- 
tion to them as the only persons alleged- 
ly having any interest in the trust. The 
trustee refused and suit was brought in 
the Court of Chancery to compel the 
termination of the trust. The Chancellor 
held that the trust instrument implied a 
remainder in the grandchildren of set- 
tlor and that the trust therefore could 
not be terminated. 
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in- § maintenance but only to the extent that 
in- BH he is unable to pay such expenses out 
and @ of his own assets. The language used in 
one @ the will does not give Eugene an absolute 
her right to either principal or income of the 
d is trust. In addition, although the testatrix’ 
the frst consideration was to see that Eu- 
ere B vene had adequate support, it is quite 
the obvious that she wanted to leave her re- 
ere, B@ maining property to her “beloved son” 
lo- Blaine and his children. 

ota 

ap- B Lire TENANT & REMAINDERMAN — 
purt Life Estate with Power of Disposal 
hen Enables Former to See Fee 

= Mississippi—Supreme Court 

ote Kyle v. Wood, 86 So. 2d 881. 

Will gave entire estate to W, “to have, 

to hold, during her lifetime, to use, sell, 
__ §§ dispose of as she sees fit; and at her 
ants g death, then such property left to my 
Ex. § wife by me is to be given to my nephew 
Ywn @ by marriage, N.” 

N contended that this provision de- 
vised to him a vested remainder after 
the death of W, and that W had no right 
to sell the fee title. The lower Court 

rust @ found that W had the right to convey 
npe- the entire fee title to the land. 

T to HELD: Affirmed. There was not an 
and irreconcilable conflict between the ab- 
Eu- slute power to sell and dispose of the 
istee property and the provision that at the 
as death of W the property is to be given 
and to N. It was manifest from the will that 
f an the testator intended that W should have 
wel the power to sell and dispose of T’s entire 
it t0 B interest in the property. 

the 
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will Trute v. Skeede, 75 N.W. 2d 672. 
jen * bequeathed to A and B, jointly, a 
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poe received by life tenants was satisfied by 
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HELD: Affirmed. The doctrine of re- 
mainders by implication does not rest 
wholly upon a presumption of intestacy 
and may be applied in certain circum- 
stances to construe an inter vivos trust, 
though not with the same freedom that 
it is applied in the case of wills. Appli- 
cation of the doctrine in this case, with 
full consideration of all of the provisions 
of the trust instrument, results in a find- 
ing of remainders by implication in the 
issue of settlor’s daughter, thus prevent- 
ing a present termination of the trust. 
The language of the instrument did not 
support the argument that the implied 
remainders were contingent upon set- 
tlor’s predeceasing his wife. 


PERPETUITIES — No Merger of In- 
valid Remainder with Life Estate 


United States—District Court, Eastern District, 
Kentucky 


Maher v. Maher, 139 F. Supp. 294. 


This was an action to construe a will 
which contained provisions to the effect 
that one Thomas Maher should receive 
a life estate in one-half of the residuary 
estate and that on his death, the corpus 
should pass per stirpes to his children, 
the living children taking for life with 
a remainder in fee to their children and 
the heirs of any deceased children to 
take in fee simple immediately upon the 
death of Thomas Maher. At the death of 
the testator, the only child of Thomas 
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Maher was dead, he having died thir- 
teen years before the writing of the will. 
There was in effect in Kentucky a statu- 
tory provision declaratory of the common 
law rule against perpetuities (KRS 
381.220). 


It was contended in behalf of Thomas 
Maher that he should take an absolute 
fee rather than a life estate, the theory 
being that his interest as sole heir of 
his deceased child would merge with his 
interest as a life tenant, the interests 
of any further estates being cut off by 
the rule against perpetuities. 


HELD: Thomas Maher should receive 
only a life estate. It is possible that 
Thomas Maher could have children be- 
fore his death. An effort on the part of 
the testator to entail the estate beyond 
the children of Thomas Maher is void 
because it postpones a vesting of the 
estate and an alienation of the estate pos- 
sibly beyond the statutory period of 
limitation. 


In referring to the applicable Ken- 
tucky rule in cases where the will con- 
tains provisions invalid under the statute 
against perpetuities, the Court said: 


“The intention of the testator must be 
followed as far as possible and the estate 
must progress under the will to the point 
where the rule against perpetuities begins 
to operate. A feew vests in the last per- 
son authorized to take it under the 
statute.” 


TAXATION — Estate & Inheritance — 
Cancellation of Debt is Subject to 
Tax 


Pennsylvania—Supreme Court 
Sadler’s Estate No. 2, 383 Pa. 606. 


Decedent and his wife agreed to sell 
real property to a church, with payment 
to be made in installments, without in- 
terest, and at the death of the last of 
the sellers to die, the unpaid balance to 
be cancelled. A deed was delivered in 
escrow to be delivered to the church when 
the payments were complete or the sellers 
died. The inheritance tax appraisement 
included the balance due on decedent’s 
death (his wife having died) as an in- 
debtedness cancelled by gift in contem- 
plation of death. The lower Court sus- 
tained an appeal from the assessment. 


HELD: Reversed. The forgiving of 
the debt in the circumstances of this 
case constituted a gift. Where a debt is 
cancelled either by will or contract under 
the facts recited, the gift is subject to 
transfer inheritance tax. 


TAXATION — Estate & Inheritance — 
Credit for Attorney Fees Not Al- 
lowable in Two Estates 


Pennsylvania—Supreme Court 
Sadler’s Estate No. 1, 383 Pa. 603. 


In assessing the inheritance tax on 
decedent’s wife’s estate, a deduction for 
attorney’s fees of $61,000 was allowed. 


630 








Decedent was the executor and com- 
mingled the estate with his own and 
paid only $3,000 on account of the fees. 
In the inheritance tax appraisement for 
decedent, a deduction for the unpaid 
balance of the fees was disallowed. Sub- 
sequently the claim for fees was settled 
for $40,000. The administrator of de- 
cedent’s estate appealed. 


HELD: Affirmed. The same credit may 
not be allowed in both estates for the 
same deduction. However, for tax pur- 
poses the amount of the unpaid fees, so 
allowed in the wife’s estate as a deduc- 
tion and remaining unpaid where the 
estates were commingled, does not form 
part of the decedent’s estate and must be 
omitted in the tax appraisement. Since 
the appraisement in the wife’s estate has 
become final and conclusive, the settle- 
ment of the fee claim in a smaller 
amount than allowed as a deduction can- 
not now be considered. 


TERMINATION — ‘Trustee’s Refusal 
to Terminate Trust Not Upset by 
Court in Absence of Abuse of Dis- 


cretion 
Nebraska—Supreme Court 


Scully v. Scully, 76 N.W. 2d 239. 


Will created a trust with varying 
amounts of income to be paid to the 
son after age 21, and full management, 
control and possession at age 35. It pro- 
vided that, when son has reached age 30, 


if “he shall have shown to the satisfac. 
tion of the trustee” that “he is possessed 
of experience, judgment and prudence, 
such as in the judgment of said trustee, 
renders my said son, having reached the 
age of thirty years, a fit and proper per- 
son to be entrusted with the full manage. 
ment and control of his said estate, then 
and in such event, the said testamentary 
trustee shall in such exercise of his dis. 
cretion aforesaid, render and deliver 
over unto him the full possession, man- 
agement and control of the estate so to 
him devised.” After the son attained age 
30, the trustee refused to terminate the 
trust. 


HELD: The court will not interfere 
unless proof is of the clearest character 
that refusal of the trustee to terminate 
was unreasonable. Courts are always re- 
luctant to interfere with the exercise of 
a discretion lodged in a trustee, and 
will not interfere, except to prevent an 
abuse of discretion by the trustee. The 
burden of proof is on the beneficiary. 


The mere fact that, if the discretion 
had been conferred upon the court, the 
court would have exercised the power 
differently, is not ordinarily a sufficient 
reason for interfering with the exer- 
cise of the power by the trustee. The 
real question is whether it appears the 
trustee is acting in that state of mind 
in which it was contemplated by the 
settlor that he should act. 
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DEALERS IN 


State, Municipal and Public Housing 
Agency Bonds and Notes 


The Chase Manhattan offers trust officers and others acting 
in fiduciary capacities a well rounded service 

in this type of investment. Inquiries will receive 

the personal attention of experienced officers. 


Bond Department 
THE 


CHASE MANHATTAN 
BANK 


Head Office: 18 Pine Street, New York 15 


Member Federal Deposit Insurance Corporation 











He knows what you’re talking about! 


Discuss the problems of accumulating and 
distributing an estate... and your Connecticut 
General representative can add a lot of helpful 
advice to the conversation. 


Because he is thoroughly familiar with personal 
and estate insurance, business insurance and 
pension plans, his opinion is highly valued by 
many trust officers, attorneys and accountants. 


Take advantage of his experienced, analytical 


approach by inviting him to your next meet- 
ing. His wide contacts and activities may 
prove to be a source of new business as well. 


For full information, simply write Connecticut 
General Life Insurance Company, Hartford. 


LIFE... AccIDENT... HEALTH 
Group INSURANCE AND PENSION PLANS 
Pension T'RustTs...ANNUITIES 


Connecticut General 





